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Too Much U.S. Investment in Canada? 


Kerite cables aided in the devel- 
opment of New York's rapid trans- 
it. Pictured is the first train on the 
Gilbert Elevated Railroad passing 
through 6th Avenue,near Jefferson 
Market Court, April 28, 1878. 
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The Kerite Company has been identified with industrial 
progress in this country for the past century. Now in its 
second century, Kerite remains humbly dedicated to offer- 
ing the best in quality and service. 


The value and service life of a product can be 
no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisc>; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 
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CONSTRUCTION IN HIGH 


Two of the world 


eeping ahead of the world’s greatest city is no easy 
ask—but for many years “largests” and “firsts” have 
ad to be the rule with New York’s source of light 
nd energy. 

B&W furnished the first million pound per hour 
boiler for Con Edison’s Hell Gate Station back in 
930. Many other engineering advances later ac- 
epted as standard in the industry have been pio- 
eered on this system. For example, B&W furnished 

for Con Edison’s Astoria Station—the first pulver- 
zed-coal-fired pressurized boilers operating without 
nduced draft fans. 

And now, this latest step: two huge B&W Radiant 


’s largest boilers for 


Boilers being, built for Con Edison... right in line 
with Con Edison’s long-standing policy of progres- 
sive engineering. 

Each B&W Radiant Boiler has a capacity of 
2,400,000 Ib of steam per hr and features pressure 
firing, natural circulation, and separate furnaces with 
a single steam drum. The unit for Astoria is the third 
pressure-fired B&W Boiler to be designed fo: this 
new modern station of the Con Edison System 

In all but size and design details, Con Edison’s new 
boilers are typical of many other B&W units now 
ptoviding dependable, efficient steam generation 10 
central station and industrial plant service. 
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One of the two identical B&W units for Con Edison's 
Astoria and Arthur Kill Stations. It is a horizontally 
pressure-fired, coal-burning Radiant Boiler designed for 
dry ash removal. Type EL Pulverizers are used to per- 
mit reliable, efficient, direct-firing of pulverized coal. 
The unit has a design pressure of 2500 psi, steam tem- 
perature of 1050 F and reheat to 1000 F. The secon- 
dary superheater is located at the exit of one furnace, 
and the reheater at the exit of the other furnace. The 
primary superheater is back of both the secondary 
wit superheater and the reheater. The giant drum, with 
tl Cyclone Steam Separators for natural circulation, pro- 
vides nearly 100% separation of steam from water. 








The world’s largest boiler drum... over 100 feet long, 66 
inches inside diameter . . . is shown in a finishing bay at 
the B&W Barberton Plant awaiting shipment to Con Edison. 
It weighs over 200 tons. 


GEAR AT CON EDISON 


Astoria and Arthur Kill Stations 


B&W engineering advances in terms of improved 
steam generation efficiency—under your fuel and op- 
eration conditions...are available to you. Write, The 
Babcock & Wilcox Company, 161 East 42nd Street, 
New York 17, N. Y. 
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DIVISION Area outlined in white shows construction area 


on third unit for Con Edison’s Astoria Station. 





with the Codlitors 


ree the recent general election 
it has been predicted that legislation 
to exempt natural gas producers from 
PC control will have a chance only if 
there is a unified sponsorship. Admitted- 
lv, such legislation would have had little 
or no chance whatever, no matter how 
modified and no matter how unified the 
sponsorship, if the Stevenson-Kefauver 
ticket had been successful. But it is now 
being recalled in the southwestern states 
that President Eisenhower did virtually 
promise, in his veto message of the Har- 
ris-Fulbright Bill last spring, that he 
would consider and sign reasonable legis- 
lation, provided there were safeguards to 
protect consumers. This situation is dis- 
cussed in this issue in our “Washington 
and the Utilities” department, beginning 
on page 907. 


Yet the surrounding circumstances 
leading to the veto have made any such 
legislation so risky, politically, that only a 
common front of the three segments of 
the gas industry, plus regulatory authori- 
ties, headed by the FPC, would be likely 
to insure prompt attention and action by 
congressional leaders and committee mem- 
bers. Any further display of disharmony 
or recrimination, such as marked passage 
of the Harris-Fulbright Bill in the 84th 


© Chase Ltd. 
EDWARD FALCK 


ROBERT E. MC DAVID 


Congress, would probably result in no 
legislation. 


AsipvE from the purely legislative out- 
look in the 85th Congress, both the regu- 
lators and the regulated, as well as gas 
consumer interests, are puzzled over what 
happens now, in view of the recent action 
of the U. S. Supreme Court in refusing 
to review the District of Columbia circuit 
court of appeals decision in the Panhandle 
Eastern Pipe Line Case. 


bie E over-all effect of the lower court’s 
decision was to set aside an FPC rate 
increase for the Panhandle Eastern Pipe 
Line Company, which had been computed 
on the basis of fair field price of gas rather 
than the conventional cost-of-production 
formula which the FPC has used for rate 
making in other regulatory fields. In the 
opening article in this issue, EDWARD 
FALCk, one-time director of the Office of 
War Utilities and now Washington con- 
sultant, has analyzed the difficult situation 
in which both the FPC and the natural 
gas producers now find themselves, as a 
result of a number of complex problems 
still prevailing. 


Born in New York city, Mr. FALcK 
received his education at Columbia Uni- 
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PUMPS Meet Power Plant Requirements 


: ") 
_ 


Heavy-Duty Construction 
elps Assure Service Continuity 


t Clifty Creek Plant of the Indiana-Kentucky 
lectric Corporation, the use of 12 Allis-Chalmers 
tical condenser circulating pumps for dry pit 
stallation helps to assure service continuity and 
bduced maintenance. 


Rigid whip-free shaft, protected oil-lubricated 
earings, and special new-type rib construction that 


makes casing stronger and saves space — these are 
some of the features that make A-C circulating 
pumps popular throughout the power industry. 

For the complete story on how Allis-Chalmers 
pumps can help you cut costs, contact your local 
Allis-Chalmers district office, or write Allis-Chal- 
mers, General Products Division, Milwaukee 1, Wis. 


Design and construction features like these assure depend- 


able, day-after-day operation — better performance and low 
You get MOR eos operating costs for you. 


h * f Benefit from Allis-Chalmers experience in building pumps 
wnen you speciry for every industry. Industry-trained engineers are at your 


service to aid in selecting the right pump for your applica- 
ALLIS-CHALM ERS tion. And, you can get the complete unit — pump, motor, 
control — from Allis-Chalmers. 


ALLIS-CHALMERS So 





PAGES WITH THE EDITORS (Continued) 


versity in that city (AB, ’30; BS, ’31; 
MS, engineering, ’32; University Fellow, 
’32, 33). He started his career as the di- 
rector of rates and research with the Ten- 
nessee Valley Authority (1933-37) and 
then moved over to the business-managed 
side of the industry as special assistant to 
the vice president of Consolidated Edison 
Company of New York (1937-42). 
During World War II he became con- 
sultant to the power branch of the old 
War Production Board (1941-42), 
deputy director of the Office of War Utili- 
ties (1943-44), and eventually director 
of that branch. Since the war he has 
headed his own firm of consultants, Ed- 
ward Falck & Co., in Washington, D. C. 


In forthcoming issues of Pustic UTILI- 
TIES FORTNIGHTLY we hope to keep our 
readers advised of any definite plans 
which may be formulated for new legisla- 
tion affecting natural gas producers under 
the Natural Gas Act. We regard it as im- 
portant that analyses of such projects take 
place while they are in the formative stage 
rather than wait until they are well along 
in the legislative process. 


* * *K * 


altro utility companies, most of which 
operate in more than one community 
and many at a statewide level, are par- 
ticularly vulnerable to so-called tax equal- 
ization. Periodically, steps are taken and 
laws are passed seeking to equalize tax 
assessment as between counties or political 
subdivisions of the same state. The Cali- 
fornia State Board of Equalization has 
been particularly active in this respect. Be- 
ginning on page 891, Ropert E. Mc- 
Davip, member of the California board, 
which assesses tangible property of the 
major public utilities, has written this ac- 
count of the difficulties involved. 


Mr. McDavin has been practicing as a 
certified public accountant for several 
years. He was formerly an executive of 
the American Brake Shoe & Foundry 
Company and was with Magnavox Radio 
Corporation, both of those positions hav- 
ing been in connection with accounting, 
taxation, and finance. His election as a 
member of the California State Board of 


8 


LAWRENCE L. STENTZEL 


Equalization in 1954 was his first venture 
as a candidate for office. 
a a 


W: have been hearing a lot lately about 
the so-called ‘“‘nonskeds”’ in the field 
of commercial aviation. During the past 
year some 49 irregular carriers have been 
authorized for the first time by the Civil 
Aeronautics Board to engage in regular 
scheduled operations. 


A PAPER originally prepared by Law- 
RENCE L, STENTZEL of the New York bar 
for the Section of Public Utility Law of 
the American Bar Association, and de- 
livered at the ABA annual convention in 
Dallas, Texas, on August 27th, has been 
substantially reproduced in the form of 
a feature article in this magazine, begin- 
ning on page 899. 


Mr. STENTZEL attended the University 
of Michigan and Indiana University, grad- 
uating from the latter (BA, ’50; LLB, 
’52). He is an associate of the New York 
law firm of Hale Stimson Russell & Nick- 
erson. His firm specializes in air carrier 
regulation, including such clients as Al- 
legheny Airlines, Inc., Scandinavian Air- 
lines System, Inc., El Al Israel Airlines 
Limited, Varig Airlines, and Swissair. 


THE next number of this magazine will 


be out December 20th. 
———ey 
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TRODUCING THE ALL-NEW FILM-A-RECORD MODEL 11 MICROFILM CAMERA 


TRADE MARK 


ever before have so many important operating advantages and big- 
achine {-atures been embodied in a microfilm camera so compact. This 
perb caniera photographs both sides of a document simultaneously — 
ronly one side . . . provides for three reduction ratios with interchange- 
be lenses... offers positive control over different colored documents 
-. films nore documents per roll of film than any other camera. Truly a 
iracle @! versatility and precision, Remington Rand Film-a-record Model 
l offers the most advanced and desired microfilming conveniences. 


Memington. Hand. 


DIVISION OF SPERRY RAND CORPORATION 


| leet elle telat | 


Room 2236, 315 Fourth Avenue, New York 10 


Please see that | receive a copy of the folder F443 descr’b- 
ing the NEW Film-a-record Model 11 Microfilm Camera. 
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Coming IN THE NEXT ISSUE 


(December 20, 1956) 
* 


PARTNERS IN POWER: CCAL AND THE UTILITIES 


The electric utility industry is now the best customer of the coal industry, surpassing 
even the railroads in recent years. But the increasing requirements of the nation's 
economy for heating fuels of all kinds have created changing patterns for fuel markets 
and industrial operations. ‘The introduction of natural gas at bargain rates into service 
areas of electric utilities during nonheating seasons, the increasing freight rates being 
asked by railroads, and the complex outlook for both future hydroelectric and atomic 
nuclear power plant development are factors which will bear constant supervision and 
analysis. Tom Pickett, former Texas Congressman and now executive vice president of 
the National Coal Association, has written a comprehensive review, as well as a timely 
analysis, of the economic relationship between coal and electricity. This article stresses 
not only the importance of partnership between the two but also the continued threat 
of invasion by government agencies into the free private enterprise economies of 
both industries. 


REGULATORY CHECK LIST FOR STATE SECURITY ISSUE CASES 


What do state public utility commissioners think about; what tests do they apply: and 
what rules do they follow in cases before them involving applications by utility com- 
panies for security issues? Based on his experience as a member of the Colorado Public 
Utilities Commission, John P. Thompson has given us a down-to-earth, practical descrip- 
tion of the standards and routines which he believes state commissions will find helpful 
in handling such proceedings fairly and with dispatch. Essentially, Commissioner Thomp- 
son has outlined a check list of questions which he thinks commissions should ask and 
applicant utilities should answer in the process of obtaining regulatory approval for 
the issuance of new public utility securities of all kinds. He goes into the terms and 
conditions as well as the form of securities and other background data which not only 
regulatory commissions and their staffs but also investment specialists and others in- 
terested in utility financing will want to consider in dealing with this type of procedure. 


TRANSIT SURVIVAL POSES "INGENIOUS PARADOX" 


The paradox of the transit industry today may be stated simply in two propositions: 
(1) Never in the history of the country has the outlook for increased demand and ex- 
panded facilities for public transit been so plainly indicated as in this day of rapid 
creation and growth of cities, suburbs, satellite cities, and newly developing residen- 
tial areas generally. (2) Never has the outlook for over-all prosperity for the transit 
business been so cloudy. Herbert Bratter, Washington economist and author of business 
articles, has endeavored to probe beneath the surface and find not only the reasons 
for, but possible answers to, this paradox of increasing demand against a diminishing 
return. He finds that the real problem may be recognition of factors which do not 
enter into the economics of more ordinary profitable business, including other public 
utility business. 


* 


Al SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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oney maker 
for the company and you- 


Just as sure as if it coined actual cash 
the work done by our “Bill Frequency 
Analyzer” * will swell your company 
coffers! 

The work it does produces rate 
analyses faster and more accurately 
than any other method —a sure pro- 
tector of profitable rate revenue when 
done on a monthly basis —a real boon 
when rates are reviewed. 

Complete monthly analyses by the 
“One Step” method give you an al- 
ways true picture of your rate reve- 
nues, never a distortion such as occurs 
when a few months ‘sampling’ is used 
as a check. This is of paramount im- 
portance when submitting figures to 
Rate Commissions, and when the fig- 
ures are compiled by R & S they really 


rate in rate cases. 


R & S specializes in serving utility 
companies all over the country — we 
know your problems, know how to 
interpret your requirements and give 
you any break-down in report form 
you may require... minimums, de- 
mand rates, and so on. 

We can conclusively prove to you 
that our “One Step” method of rate 
analysis will make money for the com- 
pany and you — all we need is a sam- 
ple of your billing sheet, a copy of 
rate schedules and an estimate of the 
number of customers billed at each 
rate, and your frequency table require- 
ments. From these we can give you an 
estimate of costs and a time table for 
production — both will be eye-open- 
ers! Write Dept. P today. 





RECORDING & STATISTICAL CORPORATION 
“Your key to better figures since 1911” 
100 SIXTH AVENUE - NEW YORK 13, N. Y. 


_ _ * exclusive with R & S — the oldest and largest punched card service bureau in the United States, offering every 
lity for swift, accurate data processing — continuing or peak-load. 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 





Dovuctas McKay “We're selling an intangible thing—good govern- 
Former Secretary of ment.” 


Interior. 
e 


T. COLEMAN ANDREWS “Very few can understand it [our tax system] and 
Former Commissioner of Internal everyone is kept poor by it.” 
Revenue of the United States. 
e 


WitiiaM T. Faricy “The mere physical facts as to the extent of trans- 
President, Association of portation facilities in this country, and the variety of 
American Railroads their ownership and use, make any chance of general 
monopoly in transportation too remote to deserve con- 


sideration.” 
we 


M. S. RUKEYSER “From a broader perspective, the significance of the 
Columnist. brotherhoods going to bat for the railroad industry re- 
veals areas of agreement between capital and labor, and 
highlights the opportunity for co-operation between the 

unions and management.” 


> 


SINCLAIR WEEKS “The more I study modern conditions the more I am 
Secretary of Commerce. convinced that the way to preserve private enterprise is 
to preserve sound government. I doubt that we can keep 

government sound unless the champions of private en- 

terprise spend just as much time fighting for sound 

policies in government as they do in making and selling 


a product.” 
» 


M. J. RATHBONE “Business, almost more than all other American in- 
President, Standard Oil stitutions, must be understood to be effective. It di- 
Company of New Jersey. rectly depends upon the widest possible public support 

for its functioning and growth. Without understand- 
ing there cannot exist the kind of climate in which busi- 
ness thrives. The consequences could soon be a weak- 
ening of our economic system.” 


> 


DoNALD RICHBERG “The American people are actually being exploited 
Former chairman, National today as never before by labor union monopolies exer- 
Recovery Administration. cising arbitrary and often very foolish controls over a 

free enterprise system to which they profess devotion, 
but which they are fast destroying . . . [The only solu- 
tion is] to write and enforce laws preventing and pro- 
hibiting the acquisition and use of monopoly powers by 
anyone.” 


° 


Excerpts from “The Guaranty Sur- “The second Hoover Commission has performed a 
vey,” published by Guaranty Trust notable public service by pinpointing definite ways and 

Company of New York. means of achieving the twin objectives of governmental 
economy and the strengthening of free enterprise. In 
so doing, it has provided a rallying point for those who 
for more than two decades have watched with grave 
misgivings the encroachments of political authority on 
the economic lives and liberties of the people.” 
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This new Systems Operations Center of the Jersey Central Power & Light Company keeps in 
touch with remote stations through Bell System channels for telemetering and remote control. 


ell System communications help 
ersey Central regulate power transmission 


loted pe:- in wall diagram indicate 
ments of iine to be isolated for main- 
hance Wok, 


Channels for telemetering and 
remote control enable the Jersey 
Central Power & Light Company to 
regulate power transmission every 
step of the way from generator to 
home, store and factory. 


An engineer glances at the dials, 
which give him a running picture of 
the system and the changing de- 
mands he has to meet— information 
which has been brought to him by 
Beil System telemetering channels. 


From his position, he switches 
loads, starts and stops generators 
and localizes failures—even at dis- 
tant points—over a network of re- 
mote control channels provided and 
maintained by the Bell System. 

If you would like to know more 
about how Bell System communica- 
tions can help you, an engineer will 
be glad to survey your company’s 
needs. There’s no obligation. Why 
not call your Bell Telephone repre- 
sentative today? 


BELL TELEPHONE SYSTEM 


Private Line Telephone, Private Line Teletypewriter 
Channels for: Data Transmission, Telemetering, Remote Control, Telephotograph, Closed Circuit TV 














Guardians 
Of Your Health 


...for fifty years! 


Since ‘ 


1907 
your annu- 
al purchase 
of Christmas 
Seals has helped 





save more than seven 
million lives from tu- 


i... 
bactlin ccellbanailin ai 


berculosis. 





Yet tuberculosis still strikes 
one American every five min- 
utes, still takes more lives than all 
other infectious diseases combined— 

one every half hour. 





Sadhana dle Mn ai 


When you buy and use Christmas Seals 
y you help the National Tuberculosis Associ- 
ation and its 3,000 local affiliates work year 
round against tuberculosis—through case finding, 
education, research and rehabilitation. 
It is possible in the next fifty years to win entirely the 
fight against TB. Soplease, send in yourcontribution today. 


Annual Chri 


Because of the 

importance of the above 
message, this space has been 
contributed by 





















































—_ 
LOAD STUDY 


CONSIDER : es | fene 
TO HELP YOU PLAN 
‘Acthic power 


WHATEVER THE SOURCE 


PLANNING 


Send for our 
descriptive booklet, 


Serving power plant needs of “Pioneering New Horizons” 


industries and Utilities for 54 years 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET * CHICAGO, ILLINOIS 
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do you 
invest money | 
treated woocs 


> LOWRY PROCESS ) 
CREOSOTED woop 


The basic reason why you invest money 

in treated poles, cross arms, conduit 

and other construction woods is because they 
last longer. You know that every dollar 
spent on properly treated wood products will 
save you many, many dollars later on 

in pole renewals, cross arm replacement 
and other repair and maintenance work. 


The first question that you must ask 
yourself when investing in treated woods is, 
“Just how much will this particular 
preservative or process increase the service 
life of our wood?” 


With Amcreco Creosoted Products, that 
question has been answered. Wood, pressure 
treated with creosote by Amcreco, 
lasts for years and years with great strength 
throughout the life of the wood, and with hig 
resistance to fungi, borers, insects and all 
natural enemies of wood. 


Write our nearest office for estimates or 
quotations on treated poles, cross arms, cond 
timbers and other construction woods. We 
would appreciate an opportunity to quoie on 
your needs. 


~ ~ 


AMERICAN CREOSOTING CORPORATIO 
Gc ee 


Colonial Creosoting Company « | Gulf States Creosotin » Company 
Federal Creosoting Company IX AUxdO Georgia Creosoting “ompory 
pakke focE Kettle River Com aomy 








indiano Creosoting Company REOSOTED WOOE 


GENERAL OFFICES LOUISVILLE 2. KENTUCKY 
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SPRAGUE 
COMBINATION 
METER AND 
REGULATOR 


The accuracy and time-proven minimum maintenance 


of Sprague Gas Meters are worth your consideration. 


METER COMPANY 


BRIDGEPORT 4, CONN. 
BRANCHES: DAVENPORT, IOWA HOUSTON 3, TEXAS 
LOS ANGELES 23, CALIF. SAN FRANCISCO 12, CALIF. 














NOW AVAILABLE! PROCEEDINGS 
I955 CONVENTION 


AT ASHEVILLE, N. C. 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


LIMITED EDITION! 








Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Depreciation, Valuation, Railroad Passenger Deficit Problem, Regulation and Rates of 
Public Utilities, all addresses and committee reports presented at the Convention. 
Also full text of Panel Discussions on “Nuclear Energy", "Is Federal Price Regulation 
of Independent Natural Gas Producers in the Public Interest" and "Urban Bus Mass 
Transportation Problem". 

Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates” for 
all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, rates of borrowers from R.E.A., and tabulation of above exchanges which 
had ten cent coin telephone rate in effect June 30, 1954. 128 pages for use in loose leaf binder 
and 48 revision pages as of December 1955 


Message Toll Telephone Rates and Disparities 
400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC Joint Toll 
Rate Committee. Special price 00 


Telephone Separations Manual 
Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis of 
the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
326 pages, paper bound 

(1946) Methods of Pricing Retirements from Group Property Accounts 

(1948) Letter Symbols for Mathematics of Depreciation 

(1948) Half Cycle Methods of Estimating Service Life 

(1950) Remaining Life Basis of Accounting for Depreciation 

(1955) Report of Committee on Depreciation (Discussion of Liberalized Depreciation 

under Internal Revenue Code of 1954) 


interpretations of Uniform System of Accounts for Electric Utilities 
Cases Nos. 45 to 119 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Gas Utilities 
Cases Nos. 1 to 80 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Water Utilities 
Cases Nos. 1 to 65 (1938 to 1955) 


(When remittance accompanies order, we pay forwarding charges.) 
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Schematic steam-flow diagram of the General Electric 125,000-kw turbine-generator unit at Ohio Power Company’s Philo plant 


Kellogg Engineering and Fabrication Keep Pace 


eGeneral Electric 4,500 psi, 1,150 F 
bam turbine at Ohio Power Com- 
ny’s Philo plant is a major advance 
high pressure-high temperature de- 
n. Piping on the turbine typifies 
.W. Kellogg’s service to power gen- 
ating equipment manufacturers and 
the electric-utility industry. 

All of the turbine high-temperature 
ram and control piping for this 
9,000-kw General Electric unit was 
mished by The M. W. Kellogg 
bmpany. Kellogg’s responsibility in- 
ded: the purchase of materials— 
gely Type 347 stainless; the devel- 
ment of individually tailored weld- 
e technijues; fabrication; and rigid 


testing and inspection procedures. 

Scope of this assignment is illus- 
trated by the work involved in fab- 
ricating the main steam piping, using 
Type 347 stainless. The piping was 
examined for physical soundness by 
circumferential, radial, and axial ul- 
trasonic testing. Also, in order to de- 
termine if minimum wall thickness 
had been maintained throughout, the 
piping was measured by the Audio- 
gage every 6 inches before and after 
bending. Twenty-six joints were 


welded with Kellogg’s K-Weld* tech- 
nique. All welds were given 4 red dye 
checks and X-rayed. In addition, the 
piping was hydrotested at 9,000 psi, 
and solution heat treated at 1,925 F. 
The M. W. Kellogg Company wel- 
comes the opportunity of applying its 
engineering and fabricating knowl- 
edge to the specific supercritical steam 
problems of consulting engineers, en- 
gineers of power generating compa- 
nies, and manufacturers of boilers, 
turbines, and allied equipment. 


FABRICATED PRODUCTS DIVISION 
THE M. W. KELLOGG COMPANY, 711 THIRD AVENUE, NEW YORK 17, N.Y. 
A SUBSIDIARY OF PULLMAN INCORPORATED 


The Canadian Kellogg Company Ltd., Torontoe Kellogg International Corp., Londone Kellogg Pan American Corp., New 
YorkeSociete Kellogg, PariseCompanhia Kellogg Brasileira, Rio de JaneiroeCompania Kellogg de Venezuela, Caracas 








system design with an eye to future expansion needs. Solid line indicates 


extension of a present method of system design. G-E study shows s 
stantial savings possible by proposed method (dotted line). 


How can power station costs be cut? 


New General Electric study points to savings 


through careful engineering of auxiliary 


4.16-KV, 350-MVA SWITCHGEAR will serve large 
auxiliary power systems of the future. Above, 
engineering mgrs. G. M. Reed, E. M. Troischt, and J. 
G. Torbit, G.E.'s Medium Voltage Switchgear Dept., 
study design of interrupter components for new 
high-capacity, metal-clad, magne-blast equipment. 


Units over 500,000-kw, operating 
at super-critical steam conditions 
are probable within the next 
several years. The trend towards 
increased unit size and higher 
pressures means auxiliary power 
requirements will increase rapidly. 

A recent General Electric study 
based on an all-electric auxiliary 
system indicates that major sav- 
ings can be made by thorough 
planning of the plant’s auxiliary 
power system. For instance, for 
units as large as 200,000 kw and 
up, auxiliary system voltage is 
shown to be most economical at 
4.16 kv rather than at higher 
voltages—even if it requires the 
use of as many as four buses. An- 
other possibility for economic gain 
is offered by using split low-voltage 
winding transformers. 

An additional cut in costs can 


power systems 


be achieved by using select 
motor throwover and _ paralle 
throwover schemes for emerge 
and routine bus transfers, ra 
than transferring 100% motor |q 
as is sometimes the practice. 
proposed method of operation 
creases the size of units to wh 
a particular rating of switchg 
can be applied. 

To obtain details on how 
tensive planning of the auxili 
power system pays off, cont 
your General Electric Appara 
Sales Office. For a copy of thest 
on auxiliary power systems, W 
for GET-2673, Genera! Elect 
Company, Section 301-290, Sc 
nectady 5, N. Y. 
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THE KEY PART 
















Just as the structure of this puzzle depends on one essential part, so can 
the IBM punched card serve as the key to all data processing for Public Utilities. 





select 

varall Making maximum use of your IBM punched card equipment not only 
nerge gives you maximum efficiency now, it also helps prepare you for progress 

8, Ta : 7 é ; 

aut in electronic data processing tomorrow! 

ice. , : ee 

orem If your equipment is currently at work on less than 40 applications, 

oO wh there is room for profitable improvement. For a fresh look at your 

itchg data processing picture, call your local IBM representative or send for these 
_ free illustrated folders—today! Write: PUBLIC UTILITIES DEPARTMENT A56, 

uxilig International Business Machines Corporation, 590 Madison Avenue, New York 22, N.Y. 
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“General Accounting” “Customer Accounting” ‘Electronic Data Processing” 
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A fact for every electric utility 


FROM COLD RESERVE 


TO FULL LOAD 
IN 6O SECONDS 


Impossible? Not at all. For this is 
a characteristic of Electro-Mobile Power. 
From a cold start a 1000 kw unit can 
deliver its full load in less than sixty 
seconds. 

This is true of one or one-hundred 
units, 1000 kw or 100,000 kw—steady full- 
load power in far less time than required 
by any other prime mover, except a spin- 
ning unit. 

But spinning reserve is costly reserve. 
By letting Electro-Mobile Power supply 
reserve requirements you not only elim- 
inate running losses, but investment per 
kilowatt is lower. Efficiency of present sta- 


tions will improve, too, because generators 
can be run at a higher load factor. 


Further, by placing Electro-Mobile 
Power at the points of load, transmission 
loss is reduced and less reserve is required 
to maintain service. Another advantage: 
EMP units are available with impulse 
starting or stopping which permits unat- 
tended operation from any location. 


How might a multi-megawatt system 
of Electro-Mobile Power units apply to 
your system? We’d like an opportunity to 
sit down with your engineers and discuss 
it. Contact your Electro-Motive represent- 
ative, he has the details. 


Increased demand of 5000 kw at central station picked up 
in less than 60 seconds by four 1000 kw Electro-Mobile units. 


RAIL CAR—1000 kw units for use on sidings 
or placed on piers for semi-permanent use. 





TRUCK TRAILER—500 kw units offer excellent 
mobility for many temporary applications. 


This simple diagram suggests how 
Electro-Mobile Power located at points of 
load can effectively reduce reserve require- 
ments and costs. Assuming a 1000 kw line 
loss at time of peak from the central sta- 
tion, only four 1000 kw EMP units are 
needed to pick up a 5000 kw demand. 
Naturally, line loss will vary according to 
the make-up of the system. However, an 
analysis of your peak line losses will show 
what savings can be expected. 
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Interior view of spiral casing at Norris De 


Achievements of Newport News personnel in rated output in excess of 7,000,000 horsepowef 

designing and building water power equipment 7 ; ; ; 

during the past thirty years reflect a high integra- sna mee equipment including meee 

tion of skill and production facilities, spiral casings, valves, pumps, gates and rack rake 
are also designed and built by Newport News. 

Answering demands for hydraulic turbines rated 


as high as 165,000 horsepower and as low as_ An illustrated copy of. our booklet entitled 


Sou t] 
wil] 
tion 


500 horsepower, this trained organization has “WATER POWER EQUIPMENT,’ will be sem 
successfully filled contracts with an aggregate to you upon request. Birn: 
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SHIPBUILDING AND 
NEWPORT NEW DRY DOCK COMPANY 


Newport News, Virginia 
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Thursday—6 


Edison Electric Institute- 
American Gas Association, 
Planning Committees, begin 
accounting conference, New 
York, N.Y. 


Friday—7 


Institute of Radio Engi- 
neers ends 3-day instrumen- 
tation conference, Atlanta, 
Ga. 


Saturday—8 


Interstate Oil Compact 
Commission ends 3-day an- 
nual meeting, Miami Beach, 


Fla, 


Sunday—9 


Northeastern Weed Con- 
trol Conference will be 
held, New York, N. Y. Jan. 
10-12, 1957. Advance no- 
tice. 


* 





Monday—10 


Doble Engineering Com- 
pany will hold annual con- 
ference of clients, Boston, 
Mass. Jan. 14-18, 1957. Ad- 


vance notice. 


cy) 


Tuesday—11 


Southeastern Electric Ex- 

change, Personnel Admin- 

istration Section, will hold 

meeting, Washington, D. C. 

Jan. 17-19, 1957. Advance 
notice. 


Wednesday—12 


Southern Gas Association 
will hold employee relations 
round-table conference, 
Dallas, Tex. Jan 18, 1957. 
Advance notice. 


Thursday—13 


Edison Electric Institute, 

Commercial Cooking and 

Water Heating Committee, 

begiils meeting, Cleveland, 
Ohio. 





Friday—14 


Electric Institute- 
an Gas Association, 
rer Accounting Com- 
, end 2-day meeting, 
Vew Orleans, La. 


Edison 
Ame) 
Cust 
mitt 


Saturday—15 


American Institute of Elec- 
trical Engineers will hold 
winter gencral meeting, 
New Yerk, N. Y. Jan. 21- 
25, 1957. Advance notice. 


Sunday—16 


New England Gas Associa- 
tion, Operating Division, 
will hold meeting, Boston, 
Jan. 23, 1957. Ad- 
vance notice. 


Mass. 


Monday—17 


Pennsylvania Gas Associa- 

tion will hold midwinter 

sales conference, Philadel- 

phia, Pa. Jan. 25, 1957. Ad- 
vance notice. 


© 





Yuesday—18 


Jorn Gas Association 
ld accident preven- 
ind-table conference, 
jham, Ala. Jan. 25, 
/, Advance notice. 


Wednesday—19 


Industrial Heating Equip- 
ment Association will hold 
meeting, Washington, D? C. 
Jan. 28, 29, 1957. Advance 

notice. 


Thursday—20 


New England Gas Associa- 
tion, Accounting Division, 
will hold meeting, Boston, 
Mass. Jan 31, 1957. Ad- 

vance notice. 


Friday—21 


Missouri Valley Electric 
Association will hold indus- 
trial and commercial: sales 
conference, Kansas City, 
Mo. Jan. 31-Feb. 1, 1957. 

Advance notice. 























Courtesy, Utah Power & Light Company 
Modern Utility Office Building—Ogden 


Functional structure houses administrative and customer service offices. 
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Trends in Producer Rate Controls 


Will the new Congress make another attempt to deal with the 

troublesome subject of FPC regulation of natural gas producers? 

What has been the effect of the recent Supreme Court refusal to 

review a lower federal court decision dealing with the FPC’s use 

of fair field price instead of cost of production? These and other 

puzzling aspects of producer regulation by the FPC are analysed 
and interpreted in this article. 


By EDWARD FALCK* 


OR a period of about fifteen years— 
from 1938, when the Natural Gas 
Act was first enacted, until 1954— 

the Federal Power Commission regulated 
the rates of natural gas companies on the 
original cost or prudent investment basis." 
In the Panhandle Eastern Pipe Line 


*Consultant, Edward Falck & Co. Washington, 
D. C. For additional personal note, see “Pages with 
the Editors.” 

1The leading cases were: Re Canadian River 
Gas Co. et al. 43 PUR NS 205, 3 FPC 33 (March 
18, 1942); City of Cleveland v. Hope Nat. Gas 
Co. 44 PUR NS 1, 3 FPC 150 (May 26, 1942) ; Re 
Interstate Nat. Gas Co. et al. 48 PUR NS 267, 3 
FPC 416 (April 27, 1943); and Re Cities Service 
roe 50 PUR NS 65, 3 FPC 459 (July 28, 


Company Case, decided April 15, 1954, 
in Opinion No. 269, the Federal Power 
Commission decided to allow a fair field 
price for natural gas produced from its 
own reserves by Panhandle Eastern as a 
substitute for the amount that would have 
been arrived at by the cost method.? The 
city of Detroit, Michigan, appealed to the 
United States court of appeals for the 
District of Columbia circuit to set aside 
this order of the commission, and on De- 
cember 15, 1955, the court of appeals ruled 
that the Federal Power Commission may 


23 PUR3d 396. 
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depart from original cost but in so doing 
it must justify the resulting increase in 
rates over the level that would have been 
arrived at had the original cost method 
been adhered to.* The Federal Power 
Commission and Panhandle Eastern peti- 
tioned the Supreme Court for review 
of this decision, but on October 8, 1956, 
certiorari was denied. In effect, the Su- 
preme Court upheld the earlier ruling of 
the court of appeals. (The highest court 
on November 17th refused to reconsider. 
—Ed.) 


[* its original opinion, the Federal Pow- 
er Commission referred to evidence 
that had been introduced by Panhandle 
Eastern showing the decline in the ratio 
of pipeline-produced gas to the total trans- 
ported and sold by interstate pipelines 
since the effective date of the Natural Gas 
Act, as amended. The commission was 
convinced that the public interest would 
be better served by permitting the pipe- 
line to receive the weighted average arm’s- 
length price for natural gas in the fields 
where it is produced than to limit the pipe- 
line to the meager revenues that would 
result from the application of the rate 
base method. The basic reasoning behind 
the commission’s position on this issue 
was that pipelines should be encouraged 
in the public interest to maintain and in- 
crease their exploration and gas produc- 
tion activities. The court of appeals held 
that the commission cannot be compelled 
to fix rates at the lowest level of reason- 

8 City of Detroit v. Federal Power Commission 
(CA DC 1955) 11 PUR3d 113, 230 F2d 810. This 
case is commonly referred to as the “Detroit Case.” 

“For more detailed discussion of the Federal 
Power Commission’s decision in the Panhandle 
Eastern rate case, see the author’s article, “What 
Do the Panhandle and Phillips Cases Mean?” in 


the May 27, 1954, issue of Pusiic Urtitities Fort- 
NIGHTLY. 
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ableness but nevertheless pointed out that 
the aim of the Natural Gas Act was to 
protect consumers against exploitation. 
The court noted that the fair field price 
results in higher rates than would have 
resulted from the traditional rate base 
method. The court then went on to con- 
clude as follows: 


. . . If the commission contemplates 
increasing rates for the purpose of en- 
couraging exploration and develop- 
ment, or the ownership by pipeline 
companies of their own producing fa- 
cilities, it must see to it that the increase 
is in fact needed, and is no more than 
is neeeded, for the purpose. Further 
than this we think the commission can- 
not go without additional authority 
from Congress. 

. .. The mere fact that the field price 
method is used does not vindicate the 
rates. Its use can be justified only in 
terms of a demonstrated public interest. 
In this case an allowance for the desired 
purposes, assuming they are valid, could 
be included without resort to the field 
price system. When the latter method 
is used the evidence and findings must 
show that the increase in rates thus 
caused is no more than is reasonably 
necessary for the purposes advanced for 
any increase. ... We simply say that if 
the commission is now to abandon the 
treatment historically accorded pipe- 
line-produced gas in rate making on the 
ground that the ultimate public interest 
will be better served thereby, the com- 
mission should justify it on the rec- 
ord. 


For these reasons, the court of appeals 
remanded the case in order to permit the 
commission to supplement the record and 
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findings consistently with the views ex- 
pressed by the court. 


) tm further course that may be taken 
by the commission and the courts in 
the Panhandle Eastern Case will be of 
profound significance to other pipeline 
companies producing from their own re- 
serves.” It will also be of great interest to 
nonpipeline or so-called independent pro- 
ducers of natural gas that are making 
sales in interstate commerce. 

It will be recalled that the Federal Pow- 
er Commission decision in the Panhandle 
Eastern Case was issued on April 15, 
1954, almost two months before June 7, 
1954, when the Supreme Court decided 
the Phillips Petroleum Company Case.® 
The Phillips Case conferred on the Fed- 
eral Power Commission jurisdiction over 
the rates of independent producers, who 
had theretofore been unregulated. 

The question has been raised as to the 
probative value of field price data in a pro- 
ducer rate case now that the prices con- 
tained in such contracts are subject to 
Federal Power Commission jurisdiction. 

In disposing of this question, it should 
be pointed out, first, that not all field 
prices are subject to the regulatory control 

5 E.g., Colorado Interstate Gas Company, North- 
ern Natural Gas Company, Natural Gas Pipeline 
Company of America, United Gas Pipe Line Com- 
pany, and El Paso Natural Gas Company. 


6 Phillips Petroleum Co. v. State of Wisconsin 
et al. 347 US 672, 3 PUR3d 129. 


q 


& 


of the Federal Power Commission. The 
prices in intrastate contracts are exempt 
from Federal Power Commission juris- 
diction. Also exempt are the prices con- 
tained in direct industrial sales contracts 
entered into by interstate pipelines. 
Furthermore, the Federal Power Com- 
mission was not in fact exercising regula- 
tory jurisdiction over independent pro- 
ducers prior to June 7, 1954, so that the 
prices in contracts that were entered into 
between nonaffiliated companies prior to 
that date represent the then current value 
or going value of gas in an unregulated 
environment. 


| is and has been the practice of the Fed- 
eral Power Commission to accept the 
initial prices contained in new contracts 
that are filed with it, and such prices be- 
come the lawful prices unless and until 
they are changed as provided for in §§ 4 
and 5 of the Natural Gas Act. These ini- 
tial prices afford basic economic evidence 
of the value of the gas to the buyers and 
sellers as shown by their willingness to 
enter into contracts. This point was well 
brought out by Commissioner Digby dur- 
ing the reargument of the Union Oil 
Company of California Case: 


. . . The point I was making is that 
your record here discloses the prices at 
which gas is being sold in the area in 
Louisiana where your gas is produced 


“It is and has been the practice of the Federal Power Commuis- 
sion to accept the initial prices contained in new contracts that 
are filed with it, and such prices become the lawful prices unless 


and until they are changed as provided for in §§ 4 and 5 of the 
Natural Gas Act. These initial prices afford basic economic 
evidence of the value of the gas to the buyers and sellers as 
shown by their willingness to enter into contracts.” 


883 
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which are not under suspension, sold in 
interstate commerce. To my mind that 
is a regulated price, just the same as one 
which has been investigated, and the 
lawful rate determined, because it is 
under the act, and it is under our juris- 
diction. It is a regulated rate. . .” 


een Federal Power Commission has 

recognized that evidence of current 
prices for comparable sales of natural gas 
in the same general area is relevant to the 
determination of just and reasonable 
rates. Thus in Davidor & Davidor, the 
commission said : 


. . . Evidence also was adduced of 
current prices for comparable sales of 
natural gas in the same general area. 
Respecting evidence of arm’s-length 
bargaining and of area or field prices, 
for present purposes our position on 
this matter is sufficiently stated in our 
order issued on January 13, 1956, In 
the Matters of Cities Service Gas Com- 
pany and Signal Oil & Gas Company, 
Docket Nos. G-2569 et al., where we 
said, inter alia, that although “proof of 
arm’s-length bargaining and evidence 
of field prices do not suffice to sustain 
the burden of proof under a § 4 or § 5 
proceeding . . . we recognize that such 
evidence is relevant to a determination 
of just and reasonable rates.” Here 
again, although the evidence relevant 
to these matters leaves something to be 
desired in completeness, it deserves our 
consideration, and shows that a rate of 
10 cents per Mcf is reasonable in com- 
parison with other prices being charged 


7 Transcript of oral argument before the Fed- 
eral Power Commission in the Matter of Union Oil 
Company of California, Docket No. G-4331 et al. 
Official Stenographers’ Report, Vol. No. 11, p. 1055. 
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in the area, and is, in fact, the “going 
rate.’”® 


They are, therefore, useful guides for 
regulation and should be given considera- 
tion and weight by the commission for 
this reason. Consideration and weight 
should also be given to the prices con- 
tained in intrastate contracts and other 
nonjurisdictional contracts such as the di- 
rect industrial sales contracts of interstate 
pipelines. 

Finally, the initial prices in new con- 
tracts between independent producers and 
interstate pipelines are useful in deter- 
mining the economic feasibility of the in- 
terstate pipeline project, the salability of 
the gas in the market areas sought to be 
served at prices that include the cost of 
gas purchased by the pipeline, and also 
the requirements or effective demand for 
the gas at the point of production. 


chew of the large independent pro- 

ducer rate cases has, as yet, been 
decided by the Federal Power Commis- 
sion, but there have been issued to date 
three important initial decisions by presid- 
ing examiners. Each of these decisions is, 
of course, subject to the right of review 
by the commission on appeal or upon its 
own motion. These decisions were: (1) 
the decision of Presiding Examiner Jo- 
seph Zwerdling, issued on May 2, 1956, 
in the Union Oil Company of California 
Case, Docket No. G-4331 et al., (2) the 
decision of Presiding Examiner Edward 
B. Marsh, issued August 14, 1956, in the 
Associated Oil & Gas Company Case, 
Docket No. G-8519 et al., and (3) the 
decision of Presiding Examiner Glen R. 
Law, issued September 11, 1956, in the 


8In the Matter of Davidor & Davidor, Docket 
No. G-8550, issued March 22, 1956. 
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When Gas Legislation Will Be Needed 


& wy it should turn out that it is impossible for the Federal Power Com- 

mission to depart from the cost method and adopt a more practical 

method for the regulation of independent producers without being re- 

versed in the courts, then it seems clear that recommendations should be 

made to Congress to amend the Natural Gas Act in such a manner as to 

exclude cost as a controlling factor in determining just and reasonable 
rates for gas producers.” 





Sun Oil Company Case, Docket No. 
G-8288 et al. 


I all three of these cases the presiding 
examiners recommended the granting 
of the motions to dismiss that had been 
made by FPC staff counsel and other 
parties. In all three cases, the presiding ex- 
aminers found that the producer applicants 
had failed to show that the rates or rate in- 
creases filed with the commission were 
“just and reasonable.” 

In the Union Oil Company Case, for 
example, the examiner stated : 


Since the producer-applicants in 
the instant case have not presented 





any evidence whatsoever on matters 
related to their financial interest or 
needs, they have not sustained their 
burden of proof... .° 


In the Associated Oil & Gas Company 
Case the examiner stated: 


Had the applicants undertaken to 
show that the proposed increases 
were needed to obtain revenues for op- 
erating expenses, for preservation of 
applicants’ financial integrity, for cap- 
ital costs, for servicing of debt and pay- 
ment of dividends, or for delayed 
rentals or costs of exploration and de- 


9Examiner’s (mimeographed) decision, page 54. 
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velopment, they might reasonably have 
hoped to succeed. . . .?° 


In the Sun Oil Company Case, the ex- 
aminer stated : 


. .. In the present case, however, 
the problem faced by the applicants and 
which they have failed to meet by any 
substantial evidence is much more basic 
than the question of what shall be used 
as a rate base in these cases. They have 
not only presented no substantial evi- 
dence as to any suggested rate base, 
either determined by “original cost,” 
“prudent investment,” “fair value,” 
“reproduction cost,” “book cost,” “rea- 
sonable value,” or any other method or 
combination of methods. They have, in 
addition, made no effort to show the 
inadequacy of the existing rates, based 
upon any of the above methods or upon 
any other rational method . . .¥ 


. key question is whether the Fed- 

eral Power Commission will uphold 
the point of view expressed by the pre- 
siding examiners in these cases. Will the 
Federal Power Commission interpret 
the ruling of the court of appeals in the 
Detroit Case to apply not only to com- 
panies that are essentially interstate pipe- 
lines but also to nonpipeline independent 
producers as well? If so, it may become 
necessary in the future for independent 
producers to present both: 


(1) Cost-of-service information, in- 
cluding original cost, operating ex- 
penses, depletion, depreciation, income 
taxes, rate of return, and allocation of 
both investment and expenses between 


10 Examiner’s (mimeographed) decision, page 35. 
11 Examiner’s (mimeographed) decision, page 23. 
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jurisdictional and nonjurisdictional op- 
erations, and 

(2) Economic evidence such as in- 
centives needed for maintenance of ade- 
quate supply, to explain or justify the 
difference between the rate or rate level 
sought by the producer applicant and 
the rate or rate level that would be de- 
termined through strict adherence to 
the traditional, depreciated original cost 
or prudent investment method of reg- 
ulation. 


The independent producers generally 
have taken the position that they should 
not be regulated on an original cost basis 
and that such a method of regulation can- 
not be applied successfully to their opera- 
tions. They have pointed out that, unlike 
pipelines and distribution companies, pro- 
ducers do not have a monopoly or exclu- 
sive franchise to produce gas in any par- 
ticular producing area. They point’ out 
further that they have none of the char- 
acteristics that are typical of natural gas 
pipelines, electric and gas distribution 
companies, or similar utilities. They state 
that there is a great variation in the cost 
of gas produced from different individual 
wells and fields and among different pro- 
ducers, so that the cost of service on a 
well-by-well basis or even company-by- 
company basis would lead to extremely 
wide variations in the calculated cost of 
gas per Mcf at the wellhead. 


iw is not intended here to summarize all 
of the arguments that have been made 
as to the infirmities of the cost approach 
as applied to natural gas production. 
These have been set forth by many per- 
sons in the congressional hearings on the 
Harris-Fulbright Bill, HR 6645, before 
the House and Senate Committees on In- 
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terstate and Foreign Commerce, and in 
the congressional debates on this legis- 
lation.” Basically, the cost-of-service ap- 
proach does not give the owner of the 
natural gas any compensation for the 
value of the gas in the ground other than 
that which may have been reflected in the 
acquisition cost of the land or gas lease. 
Should the Federal Power Commission 
apply the original cost approach to the 
independent producers regulated by it 
without including an allowance for the 
fair value of the gas in the ground, such 
action would most certainly result in a 
reduction in exploration and development 
activities and a refusal on the part of those 
owning uncommitted gas reserves to dedi- 
cate them to the interstate markets. 
While there are many obvious differ- 
ences between the business, economic, and 
legal status of independent producers and 
interstate pipelines, nevertheless there is 
nothing in the rate regulatory sections of 
the Natural Gas Act, §§ 4 and 5, to dis- 
tinguish between these two classes of com- 
panies. The Federal Power Commission 
itself recognizes many differences between 
interstate pipelines and “independent pro- 
ducers” in its Orders 174, 174A, and 
174B, issued on July 16, August 6, and 
December 17, 1954, respectively. Because 
12U. S. House of Representatives debate, July 


28, 1955. U. S. Senate debate, January 16, 1956, 
through February 6, 1956. 


q 


e 


of these differences the Federal Power 
Commission set up a separate procedure 
for independent producers with respect to 
the filing of rate schedules, applications 
for certificates of public convenience and 
necessity, and also with respect to account- 
ing and statistical reporting requirements. 


N November 17, 1954, a little less than 
six months following the Supreme 
Court decision in the Phillips Case, the 
Federal Power Commission issued a no- 
tice of proposed rule making with refer- 
ence to “Consideration of Principles and 
Methods to Be Applied in the Fixing of 
Rates to Be Charged by Independent Pro- 
ducers for Natural Gas Sold in Interstate 
Commerce for Resale.’"® The commission 
at that time invited the submission of sug- 
gestions as to methods that it might apply 
in the public interest. It indicated that this 
was a matter of national importance. The 
commission invited all members of the 
industry to participate, including produc- 
ers, gatherers, interstate pipeline com- 
panies, distributors, consumers, groups 
and associations, state commissions, mu- 
nicipalities, and so forth. 

Following the oral argument that was 
held in January, 1955, the commission 
terminated the proceeding and issued an 
order stating in effect that the commission 


18 Docket No. R-142 (18 CFR, Part 154). 


“WHETHER cost evidence will be held to be a SINE QUA NON of 
proof in producer rate cases has not yet been determined. How- 
ever, in view of the fact that several presiding examiners have 


already recommended dismissal of rate increase applications 
because of the absence of cost-of-service or related economic 
and financial evidence, independent producers should be aware 
of the risk of dismissal unless this type of evidence is furnished.” 
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found that it would not be in the public 
interest to issue any special rules or bill 
of particulars covering the principles and 
methods to be applied in the fixing of rates 
of independent producers. It was the 
opinion of the commission that the pub- 
lic interest would be better served by pro- 
ceeding on a case-by-case basis. The com- 
mission dismissed the proceedings, say- 
ing: 
. . . However, the information gained 
in this proceeding convinces us that, on 
the basis of the record herein, we should 
not lay down any rules as to what would 
be necessary or appropriate for consid- 
eration in determining the just and rea- 
sonable rates of any independent pro- 
ducer subject to our jurisdiction under 
the Natural Gas Act .. .™ 


i eigape the first six months of 1956, 
the commission reached a final de- 
cision in three independent producer rate 
cases. In all three of these cases the com- 
mission approved the rate increase sought 
by the independent producer. However, 
the producers in question are relatively 
small in size and the commission was care- 
ful to point out in each case that it was 
not setting a precedent that would be bind- 
ing on its actions in future cases. For ex- 
ample, in the Wunderlich Development 
Company Case, the commission said: 


. . . We do not pass on the question 
of whether evidence of the character 
now before us would in any other case 
substantiate a given rate as just and 
reasonable . . .° 


14 Order, issued December 1, 1955, Docket No. 
R-142. 


15In the Matter of Wunderlich Development 
—- Docket No. G-3940, issued March 19, 
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In the Davidor & Davidor Case, the 
commission said: 


. . . We cannot say, in view of the 
uncertain and nebulous state of the ap- 
plicable law, that proof of the character 
here submitted would justify a rate in- 
crease in all or any other similar 


cases... .'6 


And in the Christie, Mitchell & Mitchell 
Case, the commission said : 


. . . We adhere to what we said in 
Davidor & Davidor, Docket No. 
G-8550, that evidence of field prices 
and arm’s-length bargaining alone does 
not sustain the burden of proof under 
a § 4 or § 5 proceeding .. .” 


Thus the Federal Power Commission 
has not as yet set forth explicitly the types 
of evidence which in its judgment it is 
necessary for an independent producer to 
present in order to sustain the burden of 
proof in a producer rate case. Neverthe- 
less, there have been several hints and sug- 
gestions contained in articles and public 
addresses made by various commissioners 
and staff members.’® Also, there has been 
more than a suggestion in several of the 
recently issued decisions of presiding ex- 
aminers, some of which have been referred 
to above. 


16 In the Matter of Davidor & Davidor, Docket 
No. G-8550, issued March 22, 1956. 

17 In the Matter of Christie, Mitchell & Mitchell, 
Docket No. G-3669, issued June 29, 1956. 

18 See, for example, address by Federal Power 
Commission Chairman Jerome K. Kuykendall be- 
fore the Texas Independent Producers and Royalty 
Owners Association at Dallas, Texas. April 16, 
1956; article by Federal Power Commissioner Wil- 
liam R. Connole, entitled “General Considerations: 
A Nation’s Natural Gas Pains,” Georgetown Law 
Journal, Vol. 44, No. 4, June, 1956; and address 
by Federal Power Commission General Counsel 
Willard W. Gatchell before the American Bar As- 
sociation, Public Utility Law Section, Dallas, Texas, 
August 28, 1956, reprinted in Pustitc UTILITIES 
ForTNIGHTLY, September 27, 1956, issue, p. 509. 
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— Panhandle Eastern on Oc- 
tober 29, 1956, petitioned the Su- 
preme Court for a rehearing of its order, 
it appears likely that the recent decision 
of the court of appeals in the Detroit Case 
will become final. After the case has been 
remanded to the commission, it is probable 
that the commission will reopen the pro- 
ceedings for the receipt of additional testi- 
mony, although some further findings 
could be made from the record in its pres- 
ent state. If the record is reopened in the 
Panhandle Eastern Case, it is reasonable 
to expect that the Federal Power Com- 
mission will permit other producers to re- 
open the record in their cases for the re- 
ceipt of similar additional evidence. 

It is difficult to appraise the significance 
to be attached to the action of the Supreme 
Court in refusing certiorari. Traditional- 
ly, the action of the Supreme Court on a 
petition for a writ of certiorari is not 
based on a consideration of the merits of 
the litigation but reflects, among other 
things, the importance of the case on a 
nation-wide basis. In considering the rath- 
er special function of the certiorari pro- 
cedure, it may be of some significance that 
the Solicitor General of the United States 
did not join the commission in the petition 
to the Supreme Court, although he did 
participate actively in the litigation before 
the Supreme Court in the Phillips Case. 
Accordingly, it may be inferred that both 
the Solicitor General and the Supreme 
Court may have concluded that the De- 
troit Case was sui generis and not of in- 
dustry-wide application. More interesting 
and important, however, is the scope which 
the commission will attach to the mandate 
of the court of appeals. 

Whether cost evidence will be held to 
be a sine qua non of proof in producer 


rate cases has not yet been determined. 

However, in view of the fact that 
several presiding examiners have already 
recommended dismissal of rate increase 
applications because of the absence of cost- 
of-service or related economic and finan- 
cial evidence, independent producers 
should be aware of the risk of dismissal 
unless this type of evidence is furnished. 
This risk will be heightened in the event 
the Federal Power Commission sustains 
the examiners in the above-mentioned 
initial decisions. 


——— producers are now con- 
fronted with serious problems in pre- 
paring for rate cases. They have not. been 
keeping their books in accordance with 
any “Uniform Classification of Accounts” 
such as is prescribed by the Federal Power 
Commission for interstate pipelines. It 
may be that at some future date the Fed- 
eral Power Commission will prescribe 
some standardized accounting procedure 
for independent producers. However, 
quite apart from conventional accounting 
procedures, there are many complicated 
and unsolved questions with respect to de- 
termination of producer costs, such as: 


(1) What is the actual gas invest- 
ment cost of the independent produc- 
er? Some items of cost may have been 
capitalized by one producer and ex- 
pensed by another. Does a producer’s 
past accounting practice determine his 
present actual investment or rate base? 


(2) Since a cost presentation should 
show economic cost rather than merely 
accounting cost or cost as per books, 
how shall the value of gas reserves be 
ascertained? Assuming agreement as to 
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the size of the gas reserves and the prob- 
able annual rate of production, what 
cost or value of gas in the ground shall 
be included in determining the total 
cost of production? 

(3) How shall exploration and de- 
velopment costs be allocated between 
natural gas and oil production? 

(4) How shall depletion, deprecia- 
tion, and income taxes be accounted 
for? 

(5) What rate of return shall be as- 
sumed as necessary to attract capital 
for exploration, development, and pro- 
duction ? 


7 addition to the possible necessity of 

presenting cost evidence, the independ- 
ent producer may also have to present evi- 
dence as to the incentives required to 
maintain an adequate supply of gas. The 
independent producer should be able to 
show through evidence that the increase 
in rate applied for is necessary for the 
purpose of encouraging exploration and 
development. To accomplish this it may 
be useful to go beyond the operations of 
a particular producer and develop infor- 
mation in terms of a multiple number of 
producers in an area or for the country as 
a whole. 

It is generally conceded that the search 
for and discovery of new large gas reserves 
is becoming more and more difficult and 


more and more expensive each year. No 
one will deny that the cost of replacing 
the nation’s known gas reserves will far 
exceed their historical cost. If the gas in- 
dustry is to meet present and future re- 
quirements, it may be necessary to include 
in the price of gas currently being pro- 
duced a cost or allowance factor high 
enough to cover the replacement of the 
reserves being depleted. It is my opinion 
that this can be accomplished by the Fed- 
eral Power Commission under the Natural 
Gas Act as it is presently drawn. Others 
may disagree with this view. However, 
this much seems certain: If it should turn 
out that it is impossible for the Federal 
Power Commission to depart from the 
cost method and adopt a more practical 
method for the regulation of independent 
producers without being reversed in the 
courts, then it seems clear that recom- 
mendations should be made to Congress 
to amend the Natural Gas Act in such a 
manner as to exclude cost as a controlling 
factor in determining just and reasonable 
rates for gas producers. 


QO’ course, this article is not intended as 
an analysis of all the pros and cons 
of various amendments to the Natural Gas 
Act which have been proposed. The issue 
of cost of service is only one of many 
considerations which have been advanced 
in support of remedial legislation. 





¢ T NbusTRY will go bankrupt tf it reverts to 1937 thinking and 

persists in compulsory retirement on a rigid basis. At age 
sixty-five, the present life expectancy of a white male worker is 
in excess of 14.6 years, and the use of his skills should be pro- 
jected beyond sixty-five if practical, even though it might be on a 
reduced or part-time basis.” 
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—BEn A. LINDBERG, 


Director, School of Commerce, 
University of Alberta, Canada. 
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Property Tax Equalization in 
California 


After seventeen years of attempting with indifferent success to 
achieve intercounty equalization of property tax assessments by 
moral suasion, the California State Board of Equalization in- 
creased the assessed values of nonutility properties in 13 of the 
state’s 58 counties in amounts ranging from 19 to 39 per cent. Why 
the board felt this to be necessary and why it decided against even 
more drastic action are told by a member of the board. 


By ROBERT E. McDAVID* 


HE postwar years have witnessed a 
marked revival of interest in equal- 
ization of property tax assessment 
levels in many states of the Union. Dur- 
ing the 1920’s and the thirties, the prop- 
erty tax had been largely or totally aban- 
doned as a source of state government 


support, and intercounty equalization 
powers had fallen into disuse. Large gaps 
had frequently developed between the 
levels at which centrally assessed utility 
properties and locally assessed properties 
were valued for tax purposes, but equal- 
ization agencies were often indifferent or 
helpless. Recently, assessed values have 


*Member, California State Board of Equaliza- 
tion. This article is adapted from a paper delivered 
at the annual conference of the National Associa- 
tion of Tax Administrators in Cleveland, Ohio, on 
June 1, 1956. 


been widely used to distribute state aid to 
local governments, and this had restored 
financial pressures for intercounty equal- 
ization of local assessment levels. Yet to 
be tackled in many states, including Cali- 
fornia, is the problem of equalizing state 
assessment levels with local levels. 

Few taxes have been as roundly de- 
nounced over the years as the property 
tax, and few aspects of property tax ad- 
ministration have been more neglected and 
mismanaged than intercounty equaliza- 
tion of assessment levels. One writer has 
likened intercounty equalization to a mule 
—no pride in ancestry and no hope of 
progeny. The California State Board of 
Equalization, after the action which it took 
in 1955, is of the opinion that the simi- 
larity is not limited to these two charac- 
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teristics. Intercounty equalization is a 
stubborn problem, and it is the source of 
numerous kicks. 

California is now the second most popu- 
lous state in the nation, with more than 
13,000,000 inhabitants. It is also a large 
state, with more than 156,000 square miles 
of land area divided into 58 counties hav- 
ing a combined total of 5,000,000 land 
parcels. These parcels are situated in over 
12,500 different tax-rate areas and are 
taxed by almost 5,000 local taxing dis- 
tricts. 


HE tangible property in California is 

assessed at more than $20 billion, and 
the total taxes on those properties for the 
1955-56 fiscal year were more than one 
and one-third billion dollars—almost $95 
for every person in the state. California 
is highly industrialized, with a wide di- 
versification of industry. It also leads the 
nation in dollar volume of agricultural 
products and its 7,000,000 automobiles 
far exceed those of any other state. All 
of these elements contribute to the com- 
plexities of California’s tax administra- 
tion. 

The California State Board of Equal- 
ization assesses the tangible property of 
the major public utilities; all other tangi- 
ble property is assessed by local assessors. 
Both state-assessed properties and locally 
assessed properties are taxed locally at a 
common tax rate. Whenever properties 
subject to the same tax rate are assessed 
by different agencies, equalization is re- 
quired to assure equality of the tax 
burden. 


The Equalization Process 


[> of the constitutional functions of 
the state board is to equalize the as- 
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sessment levels of tangible property in all 
counties of the state by issuing inter- 
county equalization orders. 

Intercounty equalization, briefly ex- 
plained, is the process of first determin- 
ing the ratio of the assessed value of tangi- 
ble property to its market value in all 
counties of the state, and then adjusting 
the assessment rolls of the low counties 
upward, or the high counties downward, 
by whatever percentage is sufficient to 
bring the assessment ratios to a substan- 
tially uniform level. For example, if it is 
found that a county is assessing at 16% 
per cent of value, and the board estab- 
lishes a statewide standard of 25 per cent, 
the board is obliged to issue an order to 
increase that county’s assessments by one- 
half so that its assessment level will comply 
with the standard. 


7 the fiscal year 1954-55,. the 

board conducted a statewide survey 
of assessment practices—the first such sur- 
vey for several years. That survey dis- 
closed that local assessors had not main- 
tained their assessment levels at the tradi- 
tional 50 per cent ratio of full value. The 
statewide ratio of assessed value to full 
value was found to be approximately 25 
per cent. 

Perhaps many reasons could be ad- 
vanced for the wide spread between full 
value and assessed value. For example, 
the great migration to the West, the rapid 
industrialization of California, economic 
inflation resulting from wars and political 
philosophies, all have tended to disrupt 
California property values. 

Assessing at fractional value seems to 
be permissible, but if equity of the tax 
burden is to be maintained, all assessments 
of properties subject to the same tax rate 
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must be made at the same ratio to value. 
Annual intercounty equalization is the 
only way to keep property assessments at 
a uniform level. 


Value Not Easy to Determine 


HE California state Constitution re- 

quires all property to be assessed at 
full value. Value, as used to establish a 
base for levying taxes, is not always easy 
to define. The simple definition of “the 
price a willing buyer would pay to a will- 
ing seller” can seldom be applied in estab- 
lishing values for assessment purposes. 
The property being assessed may be of 
a type that has no readily determinable 
“market value,” as evidenced by records 
of exchanges and sales. 

A striking example of such a property 
is a large public utility owned by many 
stockholders. Large utilities are seldom 
sold, except for the normal trading of 
shares of their capital stock in the pub- 
lic market. In such a case, the so-called 
exchange value of an entire utility prop- 
erty cannot be used because it cannot be 
determined. However, a reasonable judg- 
ment of market value can be reached by 
applying other indices of value which re- 
flect the character and economic potential 
of the property in question. 


q 


z 


Historical Background of Equalization 
In California 


HE need for intercounty equalization 

in California began in the early days 
when practically all of the revenue for 
operating the state government was de- 
rived from taxes on tangible property. 
The tax base for both local and state 
taxes was then established by the county 
assessors. Each county assessor sought to 
minimize his constituents’ contribution to 
the cost of operating the state govern- 
ment, or at least to protect them from 
bearing more than their proper share of 
that cost, by assessing at as low a level as 
any other county was assessed—and 
preferably a little lower. The state board 
was charged with the responsibility of 
maintaining statewide equalization of as- 
sessments in order to assure equality of 
the state tax burden. 

From 1879 to 1910, the State Board of 
Equalization assessed certain intercounty 
railroad properties. All other tangible 
property was assessed by local assessors. 
This, too, called for equalization by the 
state agency. 

A constitutional amendment in 1910 
removed all public utilities from the prop- 
erty tax rolls and substituted a gross re- 
ceipts tax which was paid directly to the 


“THE postwar years have witnessed a marked revival of inter- 
est in equalization of property tax assessment levels in many 
states of the Union. During the 1920’s and the thirties, the 


property tax had been largely or totally abandoned as a source 
of state government support, and intercounty equalization 
powers had fallen into disuse. Large gaps had frequently de- 
veloped between the levels at which centrally assessed utility 
properties and locally assessed properties were valued for tax 
purposes, but equalization agencies were often indifferent or 


helpless.” 
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state for the support of state govern- 
ment. 

The gross receipts tax continued for 
twenty-five years—until 1935. 


N 1933, the people of California ap- 

proved a constitutional amendment 
which became operative in 1935. This 
amendment removed the gross receipts tax 
on public utilities and returned utility 
properties to the local tax rolls. It also 
revived the method of assessing public 
utility property that had been established 
in 1879 and extended the assessment 
jurisdiction of the State Board of Equal- 
ization from railroads to all major public 
utility properties. 

The California Constitution, as 
amended in 1933, requires that public 
utility property be subject to taxation “to 
the same extent and in the same manner 
as other property.” When the state board 
received its new responsibilities in 1935, 
it had not performed its intercounty 
equalization function, to any extent, for 
several years, so it had no current data 
on local assessment ratios. It was faced 
with the problem of immediately deter- 
mining the ratios of assessments used by 
the fifty-eight county assessors in order to 
comply with the constitutional provision 
requiring equality in assessed values. In 
order to assure this equality, the board 
undertook to establish all assessments at 
50 per cent of value. 


State Board Assesses Utility Properties 


oo the fiscal year 1934-35, the 
state board appraised all public utility 
property in California at full value and 
certified 50 per cent of that value to the 
tax authorities in the various counties and 
districts wherein the utility holdings were 
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located. That process has been repeated 
every year since 1935. 

As previously mentioned, the statewide 
average assessment level of locally as- 
sessed property in California is now about 
25 per cent of value. Thus it would seem 
that we no longer have equality of the tax 
burden between that property and state- 
assessed property, since the utility assess- 
ments are about twice as high as those 
of common property. 

There are several reasons why the 
board did not reduce the utility assess- 
ments in 1955 to coincide with local as- 
sessment levels. One reason is that there 
is no widespread public or legislative ac- 
ceptance of the board’s opinion that it is 
assessing public utility property at a sub- 
stantially higher level than it finds for 
locally assessed property. On the contrary, 
there have been assertions that public util- 
ity property is assessed at much less than 
50 per cent of its full value. California 
law requires that the unit value of a utility 
system be divided into many fragments, 
and the board’s critics have found a few 
of these fragments which appeared to be 
assessed at a relatively low level. From 
these isolated cases those who wish to dis- 
credit the board’s findings claim in loud 
tones that all utility property is assessed 
at a low level. 


i 1953 a senate interim committee on 
state and local taxation made a state- 
wide study of property assessments and 
equalization in California. That study 
substantiated the board’s views on the 
values of utility properties. Some of those 
who were responsible for this conclusion 
have apparently lost faith in it, however, 
and no other outside experts have com- 
pared the board’s assessments of utilities 
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Who Really Pays Utility Taxes 


6¢’ | ‘axEs on utility properties are paid to the counties, cities, and dis- 


tricts wherein the properties are located, but persons residing in 
populous areas with few, if any, major utility installations represent the 
great majority of utility customers. It is those people who are paying most 
of the utility bills made higher by high utility assessments, while the other 
districts and counties are enjoying most of the lower tax rates on common 
property as a result of a substantial portion of their local government op- 
erating budgets now being financed from utility taxes.” 
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with independently determined unit 
values. The board has requested the legis- 
lature to make another study, but as yet 
no such study has been made. The board 
is reluctant to make any major changes in 
its present policies in the absence of a sec- 
ond study or more widespread acceptance 
of the results of the first one. 

We must remember that the present ap- 
parent inequity between the assessment 
ratio of utility property and common 
property is the result of variances that 
have accrued over a 20-year period. It is 


difficult to solve this problem in one year. 
The ad valorem property tax on Cali- 
fornia utility properties is about $155,- 
000,000 per year. If the apparent long- 
existing inequity between utility property 
and common property were to be imme- 
diately rectified, it would mean a shift of 
about $75,000,000 of tax burden from 
utilities to common property, resulting in 
serious economic disturbance. 


_ of California’s method of al- 
locating utility assessments to the 
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situs of the property, large concentrations 
of utility values are found in certain tax 
districts. For example, there is one ele- 
mentary school district in California 
where the utility roll last year con- 
tributed more than 68 per cent of the 
local tax base. In another school district 
the utility roll exceeded 60 per cent. There 
are other examples of equally large or 
larger concentrations of utility properties. 
If the excessive taxes now paid by utilities 
were immediately shifted to common 
property owners, the result would be lit- 
tle short of financial disaster for these 
districts. | 

A major reduction of utility assess- 
ments and the attendant property taxes 
might be expected to convert a substantial 
part of the utility service bills into tax 
bills. Utility companies include property 
taxes in the expenses that they are allowed 
to recover through their service rates. 
Therefore, if the utilities’ property taxes 
are substantially reduced, it simply means 
that utility service bills will go down, but 
other property owners will have to pay 
higher taxes on their homes, farms, and 
business properties. Thus, any given 
“common” property taxpayer may find 
that the reduction in his utility bills is 
offset by an increase in his tax bill. 


 ienegg on utility properties are paid to 
the counties, cities, and districts 
wherein the properties are located, but 
persons residing in populous areas with 
few, if any, major utility installations 
represent the great majority of utility cus- 
tomers. It is those people who are paying 
most of the utility bills made higher by 
high utility assessments, while the other 
districts and counties are enjoying most 
of the lower tax rates on common prop- 
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erty as a result of a substantial portion 
of their local government operating budg- 
ets now being financed from utility taxes. 
Thus we cannot blithely dismiss the prob- 
lem of equalization between state-assessed 
and locally assessed property by wishful 
thinking that it is of no consequence to 
consumers. 

The owners of utility properties—the 
stockholders—on the other hand have lit- 
tle to gain from intercounty equalization, 
for any substantial reduction in utility 
taxes will inevitably be reflected in lower 
service rates. 

Perhaps the greatest thing to be gained 
from equalization of state and locally as- 
sessed property is the preservation of pri- 
vate enterprise in the public utility field. 
If a privately owned public utility is to 
pay disproportionately high taxes and 
government-owned utilities are to pay 
none at all, socialization of the industry 
is only a matter of time. 


State Aids Distributed in Relation to 
Assessed Values 


or 1945, another need for inter- 

county equalization in California 
was created when the state began to dis- 
tribute aids to local governments pursuant 
to formulas which involved assessed 
values. These distributions are made in 
inverse relation to assessed values—the 
higher the assessments, the less state aid; 
and the lower the assessed valuations, the 
more state aid. 

School apportionments were the first of 
these state aids geared to assessed valua- 
tions. Grants for capital outlays have been 
made to “impoverished school districts” 
which aggregate millions of dollars. To 
qualify for the “impoverished” label, a 
school district has to have bonds out- 
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standing in an amount equal to 4} per cent 
of its assessed value and a school tax rate 
within one-half cent of the statutory 
maximum. A school district which was as- 
sessed at a relatively low level appeared 
by these criteria to be “impoverished” 
when an equally needy district with a rela- 
tively high assessment level was presumed 
to be prosperous. Millions of dollars of 
erroneous distributions have been made on 
the false assumption that assessed values 
truly measured differences in taxable re- 
sources. 


genes also distributes approxi- 
mately $100,000,000 a year in school 
equalization aid to finance current operat- 
ing costs. Stated in its simplest terms, a 
school equalization grant from the state 
to a local school district is one which 
makes up the difference between the 
amount that will be raised in local 
taxes with a given tax rate and the amount 
that is needed to operate the local schools 
at the desired minimum standards. 

These aids are also distributed in in- 
verse relation to assessed values—the 
higher the assessments, the less state aid; 
and the lower the assessed valuations, the 
more state aid. It is obvious that if taxable 
property is assessed at different levels in 
different counties, this school equalization 
aid is distributed in a haphazard manner 
and does not fulfill its intended function. 


Suppose an elementary school district 
has $10,000 of assessed value per child in 
a.d.a. Applying a 60-cent local tax rate to 
the district’s assessed value, its own con- 
tribution to the operating costs of its 
schools would be $60 per pupil. Now sup- 
pose that this school district is in a coun- 
ty which assesses its property at one-sixth 
of value. Next to it, we will suppose, is 


a county whose assessor is assessing at 
one-fourth of full value. An elementary 
school district in this second county, with 
an equal amount of property per child, 
would have $15,000 of assessed value per 
pupil instead of $10,000, and the local con- 
tribution to its school operating cost would 
be $90 per pupil. The local contribution 
to the second district’s foundation pro- 
gram is 50 per cent higher than that of 
the first district although both have the 
same resources per pupil. 

Conversely, the state’s contribution to 
the foundation program is larger in the 
first district than in the second since it 
makes up the difference between the 
amount of the foundation program and 
the local contribution. This injustice re- 
sults from differences in assessment levels 
between the counties. It can only be cor- 
rected by intercounty equalization. 


equalization is also re- 
quired in California for equitable dis- 
tribution of aid to the blind, and aid to 
dependent children, for which persons are 
ineligible if they own real property as- 
sessed at specified amounts in excess of in- 
debtedness secured by the property. If we 
should have another depression—God 
forbid !—the state would contribute to the 
counties’ unemployment relief costs in 
proportions that depend upon the ratio of 
such costs to the assessed value of the 
county. 

Intercounty equalization is also es- 
sential for the correct determination of 
veterans’ property tax exemptions. Tax- 
payers residing in counties with high as- 
sessment levels are paying a large share 
of the various aids to those counties which 
present a false picture of poverty by as- 
sessing at low ratios to value. No tax- 
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payer, whether an individual home own- 
er, businessman, industrial corporation, or 
public utility, should be required to pay 
more than his fair share of taxes. 


Intercounty Equalization Must Continue 


oo aid programs were based 
upon the premise, perhaps erroneous, 
that intercounty equalization existed at 
the time those laws were enacted, and ob- 
viously upon the belief that equalization 
would be constantly maintained. 

Partial equalization of the tax burden 
has been achieved in California by raising 
the assessment levels in 13 counties during 
1955. Many of California’s local assessors 
are now in the process of complete re- 
appraisal programs of all tangible prop- 
erty in their jurisdictions. This action will 
further narrow the gap between the as- 
sessment levels for state and locally as- 
sessed property and will also result in a 
more equitable distribution of the tax bur- 
den among common property owners by 
achieving greater intracounty equaliza- 
tion. 

There should be unanimity as to the 
purpose of government, but that is not al- 
ways the case. In California the State 
Board of Equalization is coristantly 
plagued by certain persons with ulterior 
motives and self-serving interests who 
strive to create conflicts between local 
assessors and the board. Much propaganda 
is being spread that the State Board of 
Equalization is working towards taking 


over the assessment functions now per- 
formed by local assessors. The board has 
no such plans. It has no desire, nor does 
it have the constitutional authority, to per- 
form functions that are now assigned to 
local assessors. 


[ iu board is fully cognizant of its re- 

sponsibility to the state and to the tax- 
payers. It has recently invited civic organ- 
izations and trade associations to study 
its intercounty equalization work. Perhaps 
new legislation should be passed that 
would prescribe better methods of dis- 
tributing state aid. There also may be a 
better way to assess and tax utility prop- 
erties. 

The responsibilities of the State Board 
of Equalization relative to intercounty 
equalization are clearly defined in the Cali- 
fornia state Constitution. Existing pro- 
visions of the Constitution and the statutes 
require constant intercounty equalization 
if there is to be an equitable distribution 
of the tax burden among all the taxpayers 
in California, and if veterans and needy 
persons are to be treated the same in one 
county as in another. The board cannot 
continue to ignore glaring inequities which 
are in violation of the Constitution. 

Sometimes the most difficult and cou- 
rageous course is the only intelligent ac- 
tion to take. The board has no alternative 
except to continue to perform its inter- 
county equalization functions to the best 
of its ability—and that is exactly what it 
intends to do. 





ernmental affairs is to meet unfolding problems with foresight and 


q “THE function of competent administrators in business and gov- 


with knowledgeable design.” 
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—M. S. RuKEYSER, 
Columnist. 





Developments in Irregular 
Air-carrier Operations 


During the past year some forty-nine irregular carriers have been 

authorized for the first time by the Civil Aeronautics Board to 

engage in regular scheduled operations. What has been the impact 

on the established regular air carriers? How does this innovation 
stack up against settled regulatory principles? 


By LAWRENCE L, STENTZEL* 


NE of the most interesting develop- 
ments in the regulation of the air 
transport industry in the past year 

was the Civil Aeronautics Board’s deci- 
sion of November, 1955, in the large ir- 
regular air-carrier investigation. As a re- 
sult of this decision some forty-nine 
irregular carriers, or so-called ‘“‘nonskeds,” 
were authorized for the first time to en- 
gage in regularly scheduled, individually 

*Member of the New York bar; associated with 
Hale, Stimson, Russell & Nickerson, New York, 


New York. For additional personal note, see 
“Pages with the Editors.” 


ticketed, passenger operations on a limited 
basis, in addition to their charter and 
other services. 


Lt em the decision each irregular car- 
rier was authorized to conduct a 
maximum of ten flights per month in 
each direction between every pair of cities 
in the United States which it chooses 
to serve. If this decision is ultimately up- 
held in the courts, it may have a profound 
effect upon all participants in domestic 
scheduled air transportation. 
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History of Irregular Carrier Regulation 


aes turning to the decision it will 

be helpful to outline briefly the his- 
tory of the regulation of irregular air 
carriers. The Civil Aeronautics Act was 
adopted in 1938 in response to demands 
for an integrated national air transporta- 
tion policy and complaints of unregulated 
competition. The keystone of the act was 
its provision for controlled entry into the 
field of air transportation. This objec- 
tive was effectuated by means of a re- 
quirement that any applicant to perform 
common carriage by air must first obtain 
a certificate of public convenience and 
necessity. A certificate can only be ob- 
tained after a public hearing, and the ap- 
plicant must demonstrate a public need 
for the proposed services, as well as its 
own fitness and ability to provide them. 
The certificate specifies the route system 
over which service may be provided and 
requires the carrier to provide adequate 
services. 

However, the Civil Aeronautics Act 
also contains a provision which authorizes 
the board to exempt any applicant from 
compliance with the certificate of con- 
venience and necessity requirement where 
the applicant can show that compliance 
would be unduly burdensome due to the 
limited extent of its operations or unusual 
circumstances affecting such operations. 


_ after the enactment of the Civil 

Aeronautics Act a general regulation 
was promulgated exempting all nonsched- 
uled carriers from compliance with the 
certificate of public convenience and ne- 
cessity requirement. At that time the 
nonscheduled or irregular carrier group 
was composed primarily of small, fixed 
base operators performing maintenance 
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services and engaging in only occasional 
air carriage for hire. Until the end of 
World War II there was virtually no con- 
flict between the activities of the irregu- 
lar and certificated carriers. 

The irregular carriers or so-called 
“nonskeds,” as we know them today, are 
the outgrowth of a combination of two 
factors. The first was the government’s 
policy of disposing of surplus large trans- 
port aircraft for very low prices at the 
end of World War II. The second was the 
removal of wartime restrictions on air 
travel and the consequent large increase 
in demand for air transportation which 
the certificated carriers were not able to 
meet immediately. 

The irregular carriers which acquired 
these surplus aircraft initially confined 
their passenger activities to the carriage 
of overflow traffic which the certificated 
carriers were not able to handle. It was 
not long, however, before some of the ir- 
regulars began concentrating on the car- 
riage of passengers in the most lucrative 
long-haul air transportation markets in 
competition with certificated carriers. 


HE regulation under which the irreg- 

ulars operated specified that their 
passenger services had to be of a “limited, 
irregular, and sporadic” nature. This reg- 
ulation proved difficult to enforce, and 
attempted modifications failed to alleviate 
this difficulty. As a result, widespread 
violations of the regulations took place. 
Those irregulars concentrating on indi- 
vidually ticketed passenger services early 
perceived that they could not achieve any 
substantial penetration of lucrative long- 
haul passenger markets by operating in- 
dividually and observing the regulation. 
A number of the irregulars also saw that 
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by joining forces with several other ir- 
regulars and thereby integrating a number 
of ostensibly irregular schedules, they 
could offer to the public a service which 
would not be too dissimilar from the serv- 
ices of certificated carriers. The services 
of these nonsked groups were merchan- 
dised under common trade names and 
through common ticket agents. 

In 1949, as a result of difficulties en- 
countered in enforcing the irregular car- 
rier regulation, the Civil Aeronautics 
Board ordered investigations of all holders 
of irregular carrier letters of registration. 
In 1951, after several intervening proce- 
dural steps, all of these proceedings in- 
volving irregular carriers were consoli- 
dated into the large irregular air-carrier 
investigation, which is the subject of this 
discussion. 


HERE were originally sixty-four ir- 

regular carrier applicants in this 
proceeding, virtually all of whom were 
requesting permission to perform regu- 
larly scheduled passenger services in ad- 
dition to their charter and other serv- 
ices. The proceeding was limited in scope 
to applications by irregular carriers for 
authority to perform services “additional 
and supplemental” to the services of cer- 
tificated carriers and not merely duplica- 


q 


e 


tive of or directly competitive with those 
services. The importance which the air 
transport industry attaches to this pro- 
ceeding is perhaps indicated by the fact 
that there are eighty-six parties repre- 
senting all facets of the industry, and over 
two hundred applications are in issue. The 
record has achieved the voluminous pro- 
portions of 50,000 pages. 

Domestic scheduled air services are 
currently provided by twenty-five certifi- 
cated carriers to approximately 540 
United States cities. Twelve of these car- 
riers are trunk lines, ten of which are no 
longer receiving federal subsidy. The re- 
maining thirteen are area, or so-called lo- 
cal service, carriers, all of which are sub- 
sidized. If the Civil Aeronautics Board’s 
order of November, 1955, is ultimately 
sustained, it may have the effect of vir- 
tually tripling the number of participants 
in domestic scheduled air transportation, 
although the forty-nine new entrants into 
this field will be limited as to the amount 
of service which any individual carrier is 
permitted to provide between any two 
cities. 


Position of Irregular Carriers 


5 jem to the investigation itself, 
consideration will first be given to the 
contentions of the irregular carriers. The 


“OnE of the most interesting developments in the regulation 
of the air transport industry in the past year was the Civil 
Aeronautics Board’s decision of November, 1955, in the large 


irregular air-carrier investigation. As a result of this decision 
some forty-nine irregular carriers, or so-called ‘nonskeds,’ were 
authorized for the first time to engage in regularly scheduled, 
individually ticketed, passenger operations on a limited basis, 
in addition to their charter and other services.” 


901 
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irregulars may be classified into two 
groups, whose positions as to the role of 
irregular carriers in the air transport in- 
dustry differed to some extent. The Inde- 
pendent Military Air Transport Associa- 
tion and its members maintained that the 
primary role of the irregulars should be 
the performance of charter services, al- 
though the members of this group also 
requested permissive authority to perform 
regularly scheduled passenger services. 
The Aircoach Transport Association and 
its members, on the other hand, contended 
that the primary role of the irregulars in 
the industry should be the performance 
of low-fare air-coach services on a regu- 
larly scheduled, frequent basis. 

Both groups joined in urging the need 
of the air transport industry for a new 
group of participants having broad per- 
missive operating rights without any cor- 
responding obligations to provide service 
over specific route systems. Such a group, 
in their view, would possess the flexibility 
and initiative to meet newly developing 
demands for air transportation and would 
not be encumbered with the inertia al- 
legedly suffered by carriers having fixed 
obligations to provide adequate services 
over designated. routes. 


ae of arguments were advanced 

by the irregulars in support of their 
request for authority to provide regularly 
scheduled passenger services. First, they 
contended that such authority would per- 
mit them to accommodate peak traffic 
demands which the certificated carriers 
are unable to meet. Second, they urged 
that their entry into the field of regularly 
scheduled passenger services would pro- 
vide a competitive spur for the certificated 
carriers and would furnish the Civil Aero- 
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nautics Board with a yardstick of trunk- 
line efficiency. 

They further maintained that the rev- 
enues they would derive from regularly 
scheduled services would help them to 
maintain their fleets, ground crews, and 
pilots as a reserve pool of airlift facilities 
for national defense purposes. This added 
source of revenue, they argued, would 
also assist them in the future develop- 
ment of their charter services which are 
an integral part of our air transportation 
system. 

In the view of the irregular carri- 
ers they were entitled to participate in 
regularly scheduled passenger services in 
recognition of their pioneer activities in 
the development of air-coach services, 
They believed that the government, havy- 
ing encouraged their investment in large 
transport equipment, was obligated to help 
them attain a more secure position in the 
industry. They pointed out that many of 
their number had been long established 
as going concerns engaging in a signifi- 
cant volume of individually ticketed pas- 
senger transportation albeit on an irregu- 
lar basis. 

Finally they suggested that their ad- 
mission to the field of regularly scheduled 
passenger services would alleviate the en- 
forcement difficulties encountered by the 
Civil Aeronautics Board in attempting to 
secure compliance with the old regulations 
governing irregular carriers. 


Positions of Other Parties 


B ipeciese to the positions of other par- 
ties to the proceeding, bureau counsel 
concluded that the irregulars should be 
certificated for the performance of char- 
ter and cargo services, but should not be 
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Irregular versus Certificated Carriers 


al dew final chapters remain to be written in this struggle between the 

irregulars and the certificated carriers over the réle of the former 
in scheduled passenger transportation. At this point, all of the irregular 
carriers have completed presentation of evidence to the examiners on the 
question of individual fitness, but the examiners have not yet made any 
Specific recommendations. In the meantime, the Civil Aeronautics Board 
has requested reconsideration of the court’s order reversing the board’s 
decision. ... If the court of appeals decision is ultimately upheld, the Civil 
Aeronautics Board may again be confronted with the necessity of defining 





authorized to participate in regularly 
scheduled, individually ticketed passenger 
operations. 

The certificated carriers likewise op- 
posed entry of the irregulars into the field 
of scheduled passenger services. The cer- 
tificated carriers pointed out that their 
existing services, including air coach, are 
entirely adequate. In support of this they 
referred to three recent route cases de- 
cided by the Civil Aeronautics Board, as 
a result of which a substantial amount of 
competitive services had been authorized 
in the country’s major air transportation 
markets. In the view of the scheduled car- 


the role of the irregular carriers in scheduled passenger transportation.” 









riers, charter and cargo operations by the 
irregulars would be entirely feasible from 
an economic standpoint. Moreover, they 
felt that permitting participation by the 
irregulars in regularly scheduled passen- 
ger services would divert them from their 
primary objective of further developing 
their charter services. 


Sim scheduled carriers emphasized 

that existing services are already in- 
tensively competitive, pointing out that 
over 97 per cent of the revenue miles 
flown in the 50 major air transportation 
markets of the United States are competi- 
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tive and that many of these markets are 
now receiving service from three, four, or 
five different certificated carriers. Indeed, 
the New York-Washington, D. C., market 
is currently being served by seven differ- 
ent airlines with the prospect of an eighth 
at the conclusion of a pending route pro- 
ceeding. In the view of the certificated 
carriers, the irregulars are seeking au- 
thority to perform a “cream-skimming”’ 
type of operation which would enable 
them to jump from one lucrative long- 
haul market to another without being ob- 
ligated to provide service to any of the 
numerous marginal or unprofitable cities. 

The certificated carriers also pointed to 
the fact that additional competition has 
traditionally been authorized only as a re- 
sult of careful analysis of the economic 
conditions prevailing in specific markets 
and that no such evidence was presented 
in this proceeding. The irregular carrier 
applicants had not proposed to assume 
any obligations to provide service to 
designated markets. 


C was the position of some of the 
smaller carriers that the Civil Aero- 
nautics Board’s primary obligation should 
be the strengthening of the weaker mem- 
bers of the existing industry before ad- 
mitting a large number of new carriers, 
particularly where these carriers have re- 
quested broad permissive operating rights 
without any corresponding service obliga- 
tions. Finally, the certificated carriers 
maintained that permitting limited par- 
ticipation by the irregulars in regularly 
scheduled passenger services would in- 
crease rather than reduce the board’s en- 
forcement problems. 

A number of Better Business bureaus 
appeared at the hearings in opposition to 
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the continuation of certain abusive prac- 
tices by some of the irregulars. Included 
among the practices the Better Business 
bureaus objected to were the use of dif- 
ferent flight equipment than advertised; 
failure to serve advertised meals; long 
delays in departure; unavailability of 
space after it had been confirmed; refusal 
to make refunds; failure to honor return 
portions of round-trip tickets; false ad- 
vertising of insurance coverage; imposi- 
tion of extra charges; and termination of 
trips other than at destination. 


Initial Decision 


HE Civil Aeronautics Board’s exam- 

iners, in their initial decision, con- 
cluded that the primary function of the 
irregular carriers in the air transport in- 
dustry should be the performance of char- 
ter and cargo services. However, the 
examiners recommended limited participa- 
tion by the irregulars in regularly sched- 
uled passenger services. The limitation 
the examiners proposed would have per- 
mitted each irregular to provide a maxi- 
mum of three scheduled round trips per 
month between each pair of points. 

In the opinion of the examiners, such 
limited participation in regularly sched- 
uled services would have enabled the ir- 
regulars to alleviate peak short-run travel 
demands without allowing them to 
achieve substantial penetration of certifi- 
cated carrier markets. These markets the 
examiners believed were needed to sup- 
port existing scheduled carriers. 


Decision of Civil Aeronautics Board 


HE Civil Aeronautics Board ap- 
proved the examiners’ recommenda- 
tion of broad cargo and charter rights for 
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the irregular carriers, but the board sub- 
stantially enlarged the participation of the 
irregulars in regularly scheduled, individ- 
ually ticketed passenger services. As al- 
ready pointed out, the board authorized 
each irregular carrier to provide up to ten 
trips per month in each direction between 
each pair of cities which the irregular 
wishes to serve. The board announced as 
its future policy the strengthening of the 
irregular carriers, pointing to the facts 
that the trunk carriers, at least, are ex- 
periencing a prosperous era and that only 
two of them are still receiving federal 
subsidy. 

The board deemed that the practical 
effect of its order would be merely to 
eliminate the irregularity requirement, 
inasmuch as the old regulation for prac- 
tical purposes permitted from eight to 
twelve round trips per month. Although 
the board thought its decision would have 
only negligible competitive effects upon 
the scheduled carriers, it retained jurisdic- 
tion to revise the 10-flight limitation as 
future circumstances might warrant. 


aes the record was incomplete on the 

question of fitness and ability of in- 
dividual irregular carriers to provide the 
services they proposed, the board returned 
the proceeding to the examiners for the 
hearing of further evidence on this issue. 
In the interim, the board authorized the 
forty-nine irregular carriers currently op- 
erating to avail themselves immediately 
of the 10-flight privilege. 

Two of the five members of the Civil 
Aeronautics Board dissented from the 10- 
flight limitation aspect of the decision. 
They thought that the volume of sched- 
uled services authorized was outside the 
scope of the proceeding, since such serv- 


ices would be neither “additional nor 
supplemental’ to existing services of cer- 
tificated carriers. The dissenters also be- 
lieved that the 10-flight limitation was not 
in the public interest, since it conferred 
broad operating rights without any cor- 
responding service obligations and would 
encourage permissive services by the ir- 
regulars in direct competition with the 
scheduled carriers. 


Judicial Review 


HE decision of the Civil Aeronautics 

Board was appealed by the certifi- 
cated carriers to the court of appeals for 
the District of Columbia circuit. The ap- 
peal raised three purely legal issues, all 
evidentiary matters having been deferred 
by a pretrial order. The first issue was 
whether the volume of service permissible 
under the 10-flight limitation could prop- 
erly be authorized by the board in exer- 
cise of its exemption power rather than 
by certificate of public convenience and 
necessity. The second issue was whether 
the board’s order was supported by ade- 
quate findings of fact. Finally, the peti- 
tioners questioned whether the 10-flight 
limitation was within the scope of the 
proceedings as defined in the original 
consolidation order limiting the hearing 
to applications proposing services “sup- 
plemental or additional” to existing sched- 
uled services. 

Unfortunately, space does not permit a 
detailed analysis of these legal issues, the 
first of which, in particular, the petition- 
ers regarded as a question of primary 
importance. Suffice it to say that the court 
of appeals reversed the Civil Aeronautics 
Board’s decision on the ground that it 
contained only a naked conclusion in the 
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language of the statute and was not sup- 
ported by the requisite findings of fact. 


Future of Investigation 


HE final chapters remain to be written 

in this struggle between the irregu- 
lars and the certificated carriers over the 
role of the former in scheduled passenger 
transportation. At this point, all of the ir- 
regular carriers have completed presenta- 
tion of evidence to the examiners on the 
question of individual fitness, but the ex- 
aminers have not yet made any specific 
recommendations. In the meantime, the 
Civil Aeronautics Board has requested re- 
consideration of the court’s order revers- 
ing the board’s decision. The court has not 
yet acted upon this request. 


If the court of appeals decision is ulti- 
mately upheld, the Civil Aeronautics 
Board may again be confronted with the 
necessity of defining the role of the irreg- 
ular carriers in scheduled passenger trans- 
portation. It should be pointed out in this 
connection that two of the three majority 
members of the board have been replaced 
by new appointees since the decision was 
announced in November, 1955. The two 
dissenting members still are on the board. 
It remains to be seen whether the Civil 
Aeronautics Board as it is now constituted 
will be able or inclined to make the find- 
ings of fact necessary to reaffirm the 10- 
flight limitation as the criterion of irregu- 
lar carrier participation in scheduled pas- 
senger services. 





Understanding—Key to Communication 
¢ pee MUNICATION leads to understanding. What people do not 


understand, they either misunderstand or suspect. Under- 
standing is achieved in no other way except through communica- 


tion. 


“All human relations are contingent upon communication. The 
effectiveness of human co-operation is in direct ratio to the effec- 


tiveness of the communication. 


“A trade or business organization is a co-operative enterprise; 


it requires unanimous or near unanimous agreement among mem- 
bers for its progress. This will not be forthcoming if effective 
communication is lacking. .. . 

“Psychologists have learned that face-to-face communication is 
most effective; oral and visual presentation (as in an illustrated 
lecture or sound motion picture) is next best; oral presentation 
alone runs third, and visual or printed material fourth. Economic 
considerations usually require more dependence than is justified 
on printed matter; but don’t neglect more effective means. 

“To be most effective, each individual message should be pointed 
toward the interests of its intended audience; and it should be 
phrased in terms that its audience will understand. The important 
thing about a message is not how much can be put into it, but how 
much can be taken out. Keep it simple. 

“As in education, so in communication, REPETITION is essential. 
I once knew an instructor who expressed his teaching philosophy 
in these words: ‘First, tell them what you are going to tell them; 
then tell them; and, finally, tell them what you told them.” 

—J. CARROLL BATEMAN, 
Director of public relations, 
Milk Industry Foundation. 
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Washington and 


the Utilities 


A New Gas Bill 


c has been predicted that the chances of 
any kind of legislation designed to re- 
lieve or clarify the burden of Federal 
Power Commission control over natural 
gas producers will depend on whether or 
not there is more unity among the spon- 
sors in the next Congress. The hope of 
reviving some sort of legislation was re- 
newed with the overwhelming re-election 
of President Eisenhower. Admittedly, the 
gas producers could have looked for no 
help at all, along this line, if the Steven- 
son-Kefauver ticket had prevailed. Such 
hopes were reborn in the southwestern 
gas-producing states (all of which went 
for Eisenhower) in the recollection of a 
White House promise of sympathetic 
consideration of the natural gas pro- 
ducer’s case. 

It will be recalled that President Eisen- 
hower, in his veto message of the Harris- 
Fulbright Bill last spring, said that he 
would consider and sign reasoriable legis- 
lation, provided there were safeguards to 
protect consumers. Yet, the surrounding 
circumstances leading to the veto have 
made any such legislation so risky politi- 
cally that only a common front of the 























three segments of the gas industry, plus 
regulatory authorities, headed by the 
FPC, would insure prompt attention and 
action by congressional leaders and com- 
mittee members. Any further display of 
disharmony or recrimination, such as 
marked passage of the Harris-Fulbright 
Bill, would probably result in no legisla- 
tion. 


—— before the annual meeting of 
the Southwest Purchasing Conference 
in Fort Worth, Texas, on the day after 
the election, John W. Boatwright, chief 
economist of Standard Oil Company 
(Indiana), said that he hoped others 
would support the industry. Government 
controls have, he noted, affected energy 
sources throughout the Southwest. 
Although producers have lived up to 
contracts made before the Supreme Court 
decision giving the FPC jurisdiction over 
gas producers, noncommitted reserves 
have been differently created, Mr. Boat- 
wright added. He cited actions followed 
by producers as (1) selling proved acre- 
age to a pipeline company, withdrawing 
from production, (2) holding proved re- 
serves of gas off the market completely, 
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and (3) turning to intrastate markets 
which are not within the FPC control. 


— actions of the U. S. Supreme 
Court in refusing to review lower 
court decisions regarded as unfavorable 
to gas producers are likewise stirring up 
proponents of gas legislation. They con- 
tend that even if the FPC does try to use 
more elastic and reasonable standards, it 
will find its hands tied by a court-made 
law. This argument is directed mainly to 
the refusal of the highest court to disturb 
a decision of the U. S. circuit court of ap- 
peals for the District of Columbia, setting 
aside an FPC rate order based on “fair 
field” prices, rather than a cost rate base 
for Panhandle Eastern Pipe Line Com- 
pany. (The case was known as City of 
Detroit v. Federal Power Commission, 11 
PUR3d 113.) More recently, however, 
the U. S. Supreme Court has left stand- 
ing an order against a boost in natural gas 
rates proposed by the Cities Service Gas 
Producing Company. 

This natural gas rate case is a result 
of the high court’s so-called Phillips 
Petroleum decision, which brought inde- 
pendent gas producers under FPC regula- 
tion. Because of this decision, the FPC 
asked all independent producers to file a 
schedule of their rates as of June 7, 1954. 
Cities Service Gas Producing had no rate 
on file with the FPC on June 7th. A week 
later, the company worked out a rate 
schedule which, among other things, de- 
clared that the rates effective for the pre- 
ceding year were higher than the rates 
that had actually been charged. The rates 
applied to gas sold to its parent concern, 
Cities Service Gas Company, also of Okla- 
homa City. Cities Service Gas is, in turn, 
a subsidiary of Cities Service Company. 

The FPC refused to accept this rate 
filing and ordered the rates rolled back 
to the level actually in effect prior to June 
7th. A U. S. court of appeals upheld the 
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commission and the Supreme Court de- 
clined to review the case. The gas com- 
pany argued that the FPC action consti- 
tuted retroactive rate fixing, which is 
barred by court decisions. The govern- 
ment, however, contended the FPC’s ac- 
tion was necessary to uphold the spirit of 
the Phillips decision. 


Pye giana from other fuels and fed- 
eral government regulation are the 
main gas industry problems, according to 
James F. Oates, Jr., chairman of the 
board of Peoples Gas Light & Coke Com- 
pany. Oates addressed the annual meeting 
of the Independent Petroleum Associa- 
tion of America in Dallas on October 30th. 
He said both understanding and states- 
manship are needed to solve the dual prob- 
lem: “The public will best be served by 
keeping the production phase of the 
natural gas business free of all price 
regulation, state and federal, and by re- 
lying, instead, upon the free interplay of 
market forces to do the pricing job in a 
way most likely to assure the continuing 
availability of adequate supplies.” 

The FPC has no authority to decide 
that competition exists to such a degree 
as to make regulation completely unneces- 
sary, according to Oates; “‘only Congress 
can take that step.” Oates suggested that 
FPC ought to concentrate mainly on rate 
proceedings involving producers where 
competitive conditions are absent. He 
made several recommendations concern- 
ing items for consideration in amending 
the Natural Gas Act. These included the 
acceptance as “just and reasonable” of 
uncontested contract prices. In other cases 
he urged use of a commodity field price 
without recourse to traditional public 
utility rate-fixing methods. He proposed 
outlawing of escape clauses which exempt 
producers from regulation and the “barest 
minimum” of paper work consistent with 
the given regulatory situation. 











No Change in Power Policy 


HORTLY after the elections, rumors and 
press stories began leaking out of 
Washington that the Eisenhower admin- 
istration might be considering changes in 
power policy because of certain Republi- 
can political defeats in the West and 
Northwest. An Associated Press dispatch, 
dated November 10th, quoted an unnamed 
official as saying that a review would be 
“set in motion at the vice presidential and 
Cabinet level”—aimed at determining 
whether policy changes are in order. Also 
under consideration, according to the same 
source, was the question whether adminis- 
trative changes are needed, as well as what 
he called “a better getting across to the 
people of the story of what is being done.” 
In many of the states of the Midwest 
and Far West the administration’s pro- 
gram of developing power in partnership 
with local governmental and private inter- 
ests was at issue in political battles. 
Actually, it appears that the unnamed 
source of this press rumor might have 
been engaging in more expansive ideas 
than the facts warrant. Certainly there 
had been no Cabinet meetings on this or 
any other subject for days before and 
after the election. Two Cabinet members 
were on the hospital list, a third still re- 
covering, and several others, including 
Vice President Nixon, trying to get in 
a few days’ rest from the rigors of the 
campaign. 


pared of Interior Seaton, who 
would be most involved in any reap- 
praisal of administration power policy, is 
known to be dissatisfied mainly with the 
degree of public lack of understanding 
about the administration’s “partnership 
policy,” and what it means to the western 
public. But this situation would seem to 
call for a review of information, publicity, 
and other federal government activities 
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designed to get across the administration’s 
story about the “partnership policy,” in a 
more effective way. It would not neces- 
sarily require any basic policy change. 
President Eisenhower, himself, at his 
press conference on November 14th, in- 
dicated that the administration will press 
on with its avowed programs as is, gen- 
erally. 

The Interior Department does intend 
to put up the wholesale power rates of the 
Southwestern Power Administration to a 
more compensatory level. But this is no 
new decision. Indeed, it goes all the way 
back to the last Congress. At that time the 
government power group in the 84th Con- 
gress, led by Senator Kerr (Democrat, 
Oklahoma), put a bill through both 
chambers to freeze SPA rates until next 
year when the new Congress meets. But 
President Eisenhower vetoed it on 
grounds that it would serve no purpose 
except unnecessarily to tie Interior’s 
hands in the proper management of SPA 
affairs. Now, it looks as if Interior may 
raise the SPA rates and present the new 
Congress with an accomplished fact. 


UCH action, of course, could be the basis 
for the administration’s first con- 
troversy over power policy in the new 
Congress. Interior Secretary Seaton al- 
ready has requested FPC “review” of the 
controversial 30-year “bargain” contract 
rate given to the Reynolds Metals Com- 
pany by SPA in April, 1952, some months 
before the Truman administration went 
out of office. Because the contract involves 
a utility company, Seaton has also asked 
FPC to review the SPA contract as it af- 
fects Arkansas Power & Light Company. 
Explaining his request on the Reynolds 
contract, Seaton said: “Revision of the 
aluminum rate is necessary if we are to 
provide power for each class of service at 
the same basic rate for all customers.” 
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Bell Plans Expansion 


ewer R. KappeEL, president of the 
American Telephone and Telegraph 
Company, said last month that the Bell 
system plans to spend a record $2.5 billion 
next year in a construction program. He 
commented that the outlay “is the largest 
ever undertaken by any business.” 

Kappel, in an address before the Eco- 
nomic Club of Chicago, said the outlay 
would go for telephones, cables, dial sys- 
tems, and other equipment the Bell sys- 
tem expects to install in 1957. 

Going well beyond next year, Kappel 
gave a glimpse of what Americans can 
expect in the future in the way of tele- 
phone services. “As nearly as possible,” 
he stated, “we want to build a communica- 
tion system that will do anything people 
ask of it. This means a system that will 
carry every conceivable kind of informa- 
tion over any distance, long or short— 
words, music, pictures, raw data, or 
mathematical calculations—your business 
reports and your best girl’s smile.” 

Kappel said these things could not be 
provided by research alone but would re- 
quire money. He added: “To be able to 
make the best progress, and apply our new 
tools to the greatest advantage of every- 
body, the telephone system must be in 
good shape financially.” 
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—— forecast a substantial new 
money raising operation by the Bell 
system next year. “One way or another, 
next year we’re going to be raising a lot 
more money,” he stated. “In fact, as we 
figure it, the Bell system will continue to 
be needing new capital from investors at 
an average rate of more than $125,000,- 
000 a month,” he added. This year AT&T, 
the Bell system parent, alone sold $570,- 
000,000 of stock and $250,000,000 of 
bonds. 

Among developments now being 
worked on are telephones especially de- 
signed for use “in the bedroom, out in the 
patio, or wherever you are.” With equip- 
ment available right now, the speaker said, 
Bell system is trying out a home com- 
munication system that will handle calls 
in the usual way, enable a person to talk 
from any phone in the house to any other, 
and also permit him to answer the door- 
bell, when it rings, by talking from any 
telephone to a loud-speaker by the door. 

In another look far ahead, Kappel en- 
visaged development of a new mass mes- 
sage transmission method called a “wave 
guide.” This would be a hollow copper 
tube, a pair of which, it is expected, would 
enable the sending of as many as 400,000 
telephone conversations at the same time. 
At present 5,400 messages is the maxi- 
mum. 














The “wave guide” also would permit 
as many as 400 television pictures simul- 
taneously compared with the present limit 
of 12 for each coaxial cable. Bell system 
also is working on a new electronic switch- 
ing device which ultimately will replace 
the present metal switches in dial tele- 
phone offices. The new switches will be a 
network of little gas tubes controlled by 
transistors and several other kinds of 
electronic equipment. The new switches 
will function much more swiftly than the 
present ones and also will enable a wider 
range of telephone service. 

The first trial of the new electronic 
switching is slated to start in 1959 in 
Morris, Illinois, about 60 miles from 
Chicago. Kappel was optimistic about the 
future of the newly announced experi- 
mental picturephone. “TI believe person-to- 
person TV will come,” he remarked. One 
of the many things needed to bring it 
about, he explained, is an abundance of 
low-cost mass message transmission path- 
ways. 


> 


The Hush-A-Phone Decision 


§ i telephone companies are going to 
have to take a fresh look at their 
long-standing policy against so-called 
“foreign attachments” in the light of the 
recent decision of the United States court 
of appeals for the District of Columbia 
circuit in the Hush-A-Phone Case. 

The Hush-A-Phone Corporation had 
complained against certain telephone com- 
pany tariffs, which reserved the right to 
refuse service to a telephone subscriber 
who insisted on using its product—a de- 
vice which clips onto a telephone transmit- 
ter. It is supposed to assist in quieting 
telephone conversations and making it 
possible to talk more confidentially, de- 
spite the presence of others in the same 
room or vicinity. The Bell system, joined 





TELEPHONE AND TELEGRAPH 


by the United States Independent Tele- 
phone Association, contended that the de- 
vice was a “foreign attachment” which 
violated the telephone’s traditional rules 
against cluttering up telephone instru- 
ments with such gadgets, and that its main 
effect was simply to make telephone con- 
versations less clear and distinct, thereby 
impairing the service. 

The Hush-A-Phone device itself may 
not create much of a problem for the tele- 
phone industry. But there may be some 
side effects from industry’s point of view: 
First, the door may now be opened to any 
number of other contrivances, some of 
which may be injurious to telephone serv- 
ice and create a serious burden on the in- 
dustry’s obligation to furnish that service 
unimpaired. Again, there was some com- 
ment in Circuit Court Judge Bazelon’s 
opinion to the effect that the telephone in- 
dustry itself might not have any right— 
under antitrust laws—to avert such in- 
jurious effects by developing substitute 
appliances which it approves and which 
can be made available by the telephone 
companies directly to the subscriber. 


. last suggestion could open up a 
problem for the telephone industry in 
the future if it gains ground and high 
court approval in view of various business 
office equipment and radio and electronic 
telephone appliances now making their 
appearance. The telephone companies may 
want to merchandise these devices direct- 
ly instead of permitting them to be sold 
by nonutility manufacturers and dealers, 
and used independently in connection with 
or as a by-product of regular telephone 
service. 


¥ 
NARUC Toll Accounting 


HE Wisconsin Telephone Company 
has made some interesting references 
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to the effect of the National Association 
of Railroad and Utilities Commissioners’ 
accounting recommendations on separa- 
tion of interstate-intrastate telephone 
plant in the latest application of the com- 
pany for a statewide rate increase. The 
company is seeking an unspecified increase 
to offset the result of recent additional ex- 
penditures of $2,750,000 a year for pay 
boosts and other expenses incidental to 
rapid new plant expansion. 

The company’s petition noted that since 
its rates were last under investigation by 
the public service commission, there has 
been a change in method of separating 
the company’s property and expenses be- 
tween that devoted to operation in Wis- 
consin and that devoted to interstate op- 
eration. ; 

“This change brought about by the 
National Association of Railroad and 
Utilities Commissioners was effective 
July 1, 1956,” the company said. “The ef- 
fect of the change on the operation of the 
company is to shift some property and ex- 
pense from the intrastate toll operation to 
the interstate.” 

This change was provoked because of 
instances in which a telephone subscriber 
could make a toll call to another state 
cheaper than he could make a call of the 
same distance within the state. The com- 
pany said it has made necessary studies 
to determine the effect of the separations 
method and is prepared to make such ad- 
justments in its intrastate toll rates as the 
public service commission determines rea- 
sonable. 

The Wisconsin Telephone Company in 
three separate orders issued by the state 
commission based on 1952 rate increase 
requests by the company was allowed total 
increases of $6,135,000. The company has 
not petitioned for any rate increases since 
1952. The company in its petition did not 
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request a specific amount, but asked the 
comission to authorize rates which would 
provide it with a “reasonable return’ on 
investment. In recent cases, mostly in- 
volving much smaller telephone com- 
panies, the commission has been determin- 
ing that a reasonable return is about 54 
per cent. 


> 


Ohio Utility Antistrike Law 


HE Ohio Federation of Labor has 

protested Governor Frank Lausche’s 
decision to call a special legislative session 
to consider laws barring strikes against 
utilities. Governor Lausche, who original- 
ly called for the special session before his 
recent election as U. S. Senator from 
Ohio, indicated that he thought that such 
a law should not only ban such utility 
strikes but require arbitration of griev- 
ances in utility disputes. 

The governor’s action has grown out 
of the stubborn strike of members of the 
Communications Workers of America 
against the Ohio Consolidated Telephone 
Company, which has been going on since 
last July and has resulted in the closing 
of the Portsmouth and neighboring ex- 
changes because of repeated acts of 
violence. 

The Ohio Federation of Labor criti- 
cized the governor’s proposal as an “ex- 
travagant waste of state funds... in at- 
tempting to legislate laws based on recom- 
mendations which have already been de- 
clared invalid by the Supreme Court.” 
Phil Hannah, federation secretary-treas- 
urer, called the governor’s action “fan- 
tastic,” but “consistent with his policy of 
evasion and administrative irresponsibil- 
ity.” The union official said that any such 
legislation would infringe on the right of 
free collective bargaining. 
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Financial News 
and Comment 


By OWEN ELY 


Capitalization Ratios and the 
SEC Inquiry 

HE current investigation of capital 

ratios by the Securities and Exchange 
Commission should focus attention on this 
major problem of utility finance. In gen- 
eral, the percentage of senior capital, and 
more especially the debt ratio, should re- 
flect (conversely) the degree of normal 
and foreseeable risk involved in the enter- 
prise. 

It should take into account the po- 
tential danger of a shrinkage in earnings 
which might threaten the maintenance of 
dividend or even interest payments and 
thus, by hurting the company’s credit, 
make it difficult to attract the new capital 
necessary to maintain a healthy, growing 
enterprise. And it should presumably 
make some allowance for special develop- 
ments in the art, in these days of rapid 
scientific progress. 

The railroads and transit companies are 
the classic examples of the dangers of 
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high debt ratios at a time when an industry 
encounters outside competition, losing its 
monopolistic advantages. The develop- 
ment of the automobile—an improvement 
in the art of transportation—while grad- 
ual over a period of years, was ignored 
until it was too late. Despite the fact that 
the majority of the rails and the transit 
companies have now been recapitalized, it 
is still difficult for many of them to do 
equity financing on a favorable basis, and 
hence growth is largely financed from in- 
ternal cash, with a relatively low dividend 
pay-out. 


f je electric and gas utilities naturally 
wish to avoid such an outcome. While 
competitive factors are not serious at pres- 
ent, there is always the possibility that 
these will develop, particularly in the 
house-heating and air-conditioning fields. 
Regulation cannot protect the utilities en- 
tirely against this factor, just as it has 
failed to protect the rails and transits. In 
the industrial area there is already some 
three-cornered competition among gas, 
hydro, and steam-generated electricity 
with respect to aluminum refining. The 
movement of the textile industry from 
New England to the South is an example 
of what regional competition may do. In 
some areas the gas companies have suf- 
fered from competition with coal or oil. 

Because of the difficulty of foreseeing 
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the effects of new competitive factors, 
some margin of safety must be built into 
the capital structure, just as engineers in 
designing a bridge allow heavily for extra 
weight and wind strain. However, just 
how much allowance should be made for 
this factor in addition to the allowance for 
“normal” fluctuations in earnings, should 
be a matter of business judgment by the 
individual utility management, and not for 
any regulatory agency to determine. 


HE SEC, in its administration of the 

Public Utility Holding Company Act, 
made the statement to a House subcom- 
mittee that “an adequate equity cushion 
to absorb the vagaries of business condi- 
tions is an important attribute of a good 
security.” Thus far it has avoided setting 
up any rigid yardsticks or formulas for 
capital ratios but has maintained a flexible 
policy in passing on the security issues of 
registered holding companies and their 
subsidiaries. The early rule-of-thumb 
formula (50-25-25) was not intended to 
be definite or final—it merely reflected the 
commission’s opinion that the equity ratio 
should not drop below 25 per cent without 
reducing dividend pay-out and using the 
increased retained earnings to restore the 
ratio. 

In a later case, the SEC set 30 per cent 
as a necessary minimum for a particular 
holding company. On the other hand, a 
very low ratio was permitted in a few 
special instances where the risk factor 
seemed negligible. In the case of EEI and 
OVEC an equity ratio of only 5 per cent 
was approved by the SEC. Some gas pipe- 
line companies have also been permitted 
by regulatory commissions to organize 
with low equity ratios because the business 
was to be conducted largely on a long-term 
contractual basis. Thus SEC policy in the 
past has been quite flexible. 

It may be of interest to review briefly 
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the postwar trends in capital structure 
for the various segments of the utility in- 
dustry. 

In 1955, according to the “Statis- 
tics of Natural Gas Companies for 1955,” 
issued by the FPC, the consolidated cap- 
ital structure of 111 gas companies was 
as follows: 

Long-term Debt 


Preferred Stock 
Common Stock Equity 


As indicated in the gas charts, pages 915 
and 917, ten years earlier the industry ra- 
tios were almost the reverse—about 40 
per cent debt and 55 per cent equity ratio. 
Thus there has been a considerable decline 
in the average equity ratio during the 
decade, probably due to the financing of 
large new pipelines on a low equity basis. 
As the charts indicate, the industry has 
grown faster than the electric utility in- 
dustry—though the comparison is inac- 
curate because of the heavy write-offs 
taken by many electric utility companies. 


HE chart of the electric utilities is 

available only to the end of 1954. At 

that date the consolidated capital structure 
was as follows: 
Long-term Debt 


Preferred Stock 
Common Stock Equity 


The capital structure of the electric utili- 
ties has remained remarkably constant 
during the past decade, with only a slight 
increase in the debt ratio. Actually, what 
has occurred has been a leveling process 
with many former subsidiaries of holding 
companies raising their ratios, while some 
of the strong, old-line utilities such as 
Consolidated Edison and Boston Edison 
allowed their above-average ratios to de- 
cline generally, by financing construction 
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largely through senior issues. Substantial 
write-offs by many holding company sub- 
sidiaries were offset by fresh injections 
of equity money by the holding com- 
panies. 


A. YATES, chairman of the board of 
e The Southern Company, has replied 
at some length to the SEC letter of Sep- 
tember 5th asking for opinions regarding 
equity ratios, which was sent to a large 
number of utility executives and others. 
In general, Mr. Yates sees no need for 
higher ratios at this time and no need for 
setting up any uniform standards by the 
SEC 
He pointed out in his reply to the 
SEC that the experience of the utility in- 


dustry has shown that a high equity ratio 
is not required to prevent bankruptcy but 
merely serves to provide a reserve borrow- 
ing cushion. He stated: 


From the point of view of insurance 
against bankruptcy from a failure to 
earn interest requirements, the history 
of the depression and readjustments of 
the 1930’s indicates that utilities now 
able readily to raise additional capital 
by the sale of common stock . . . will 
for various reasons, including the effect 
of income taxes, be able to absorb re- 
ductions in gross revenue similar to 
those then suffered without stoppage of 
interest payments. This would appear 
to be so even though their equity ratios 
be lower than 25 per cent and their debt 
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ratios higher than 60 per cent... . 

The history of the industry also 
shows that financing can be accom- 
plished on a satisfactory basis even at 
a period when economic or similar 
forces have resulted in otherwise unde- 
sirably low equity ratios and high debt 
ratios. 

The histories of Alabama Power 
Company and Georgia Power Com- 
pany, in our group, provide illustrations 
of this. After uncertainties of possible 
governmental competition had been at 
least partially resolved in 1939 and 
1940, each was able to finance on a rea- 
sonable basis even with equity ratios of 
less than 20 per cent... . It thus appears 
that the most that is being achieved by 
the building up of equity ratios even to 
25 per cent and the holding of debt 
ratios down even to 60 per cent is the 
establishment of reserve borrowing 
power for utilization by the utility in 
unusual circumstances to expand serv- 
ice or to meet other urgent financial 
requirements. 


M: YAaTEs strongly advised the SEC 
to continue the policy of studying 
equity ratios on an individual and flexible 
basis, rather than trying to set up any 
rigid rule or formula at this time. He 
pointed out that any such rule might well 
become embedded in regulatory practice 
and policy and become a “fixture,” to the 
future detriment of the utilities. As an ex- 
ample, he described the present rigidity 
of the concept of aboriginal cost. This 
method of classification was originally 
said to be purely an accounting matter, 
and representations were made to the Su- 
preme Court to the effect that if the ex- 
cess cost of an item of purchased property 
over its aboriginal cost represented phys- 
ical property, there would be no material 
difference in its regulatory treatment as 
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compared with the treatment of aboriginal 
cost. 

However, it soon became a fixed 
rule for electric utilities subject to federal 
regulations that amounts so classified had 
to be written off to surplus, or amortized 
(as an income deduction and not an ex- 
pense) over a period usually set at fifteen 
years. 

Mr. Yates pointed out that over the 
past two decades the utility companies 
have been able to offset substantial infla- 
tion in costs by technological progress and 
greater mechanization, but that this 
process could not be expected to continue 
indefinitely. 

If inflation continues, the increas- 
ing costs of construction and opera- 
tion must be reflected in higher rates un- 
less some new methods of reducing costs 
can be developed. One such method would 
be to increase debt ratios and save taxes. 
(It may be commented that, even with 
present interest rates on mortgage bonds 
averaging perhaps 4.2 per cent, debt fi- 
nancing costs only about 2 per cent after 
taxes compared with perhaps 10 per cent 
for equity financing. ) 


os the past decade many utility 
companies which formerly had be- 
low-average equity ratios have now raised 
them substantially, which should entitle 
them to considerable latitude in the future 
with respect to financial policy. He con- 
cluded that the form of each particular 
financing, and the resulting ratios, must 
be adapted to the general and particular 
economic conditions existing at the time of 
the financing; i.¢., to the availability and 
cost of debt money; the availability and 
cost of common stock money; whether 
earnings are rising or falling; the size 
and period to be covered by the current 
construction program, and its urgency; 
the competitive situation of the utility; 
and a host of other relevant factors. 
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“Since apparently there is no inherent con- 
flict between the objectives of manage- 
ment and regulation, it seems clear that 
the freedom of both management and reg- 
ulation to meet future problems as the 
future may require should not be impeded 
by any fixed policy in the essentially dis- 
cretionary and judgment field of capitali- 
zation ratios.” 


HE telephone industry is dominated 
by American Telephone and Tele- 
graph Company, which controls about 85 
per cent of the telephones in this country. 


AT&T has set 67 per cent as the equity 
ratio it wishes to maintain, explaining the 
need for this relatively high ratio by the 
fact that the industry is more cyclical than 
the electric and gas utilities and has a 
greater wage burden (which is almost like 
a fixed charge on a short-term basis). On 
the other hand, General Telephone, the 
second largest system, seems currently 
satisfied with an equity ratio around 35 
per cent. Some of the smaller independ- 
ents for which figures are readily avail- 
able average about 39 per cent. 

Some of the smaller independents for 
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which figures are readily available average 
about 39 per cent. 

The transit companies have an average 
equity ratio of about 63 per cent, exclud- 
ing the huge Greyhound Corporation with 
about 52 per cent. As referred to above, 
this reflects the heavy competition, the re- 
sulting narrow profit margins, and the 
greater risk factor of the transit enter- 
prise. 

¥ 


The Case for Convertibles 


er Walker L. Cisler of the De- 
troit Edison Company, in a recent talk 
before the New York Society of Security 
Analysts, discussed the company’s policy 
of issuing convertible debentures in lieu 
of equity financing. During its history 
the company has issued some $184,000,- 
000 of convertible debentures, most of 
them in recent years—$46,000,000 in 
1948, $43,000,000 in 1954, and $59,000,- 
000 in September, 1956. The 3s of 1948 
(due in 1958), of which less than a mil- 
lion remain unconverted, are convertible 
into common stock at $20 per share and 
have sold as high as 1843. The 34s of 
1954 due in 1969 sold up to nearly 145 
last year but are currently lower; they are 
convertible into stock at $25 a share and 
most of the issue is still outstanding. 
This year the company offered stock- 
holders of record August 17th the right 


Amount 
Date (Millions) 
March $ 3.0 
April 6 


Laclede Gas 4.32% Pfd. Stock (par $25) 
Edison Sault Elec. 43 Pfd. (par $25)* 
May : Commonwealth Natural Gas 44% Deb. 1971 
June ; Tropical Gas $5.24 Pfd. ... 
July ‘ Colonial Utilities 6% Sub. Deb. 1966 

July : Indiana P. S. 4.40% Junior Pfd. (par $40) 
Aug. F Detroit Edison 32% Deb. 1971 

Sept. E Tennessee Gas Trans. 5% Pfd. (par $100) 
Oct. 5; Long Island Light. 4.40% Pfd. (par $100) 
Oct. ! Houston Natural Gas 53% Pfd. (par $100) 


Cee eee wee eee e ee eeeeeeesese 


to subscribe to $59,000,000 convertible 
debenture 33s due 1971, on the basis of 
$100 debentures for each 21 shares held. 
These debentures will only become con- 
vertible beginning October 1, 1958, at the 
rate of 3} shares of stock for each $100 
debentures—or at a price of about $30.77 
a share compared with the recent market 
price around 353. Assuming that the price 
should remain unchanged on October 1, 
1958, the bonds on a convertible basis 
would then be worth about $115 compared 
with the recent price of 108%. 


M: CISLER stated that the decision to 
issue convertibles represented a 
“reasonable compromise” considering such 
factors as cost, safety, leverage, dilution, 
and flexibility. These factors may be ana- 
lyzed as follows: 

Cost. Convertibles can usually be sold 
at a somewhat lower interest cost than 
straight debentures or even mortgage 
bonds. During the two- or three-year con- 
struction period needed to build a new 
plant, the company thus pays low-cost and 
tax-deductible interest. The debentures 
are not eligible for conversion until after 
a waiting period—two years in this case 
—so that dilution of earnings is delayed. 

Safety. Detroit Edison has traditional- 
ly maintained a strong equity base and a 
conservative capital structure, with no 


Initial Conversion 
Rate 


14 Shs. 
n.a. 
304 (a) 
n.a. 
18 Shs. per $100 Deb. 
1-for-1 
32 Shs. per $100 Deb.(b) 
3 Shs. 
4% Shs. 
2.9 Shs. 


Nov. f Arizona Pub. Serv. —% Pfd. (par $50) na 


*—Private placement. **—Not yet announced. (a)—After June 1, 1957. (b)—After October 1, 1958. 


n.a.—Not available. 
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preferred stock. For many years a 50-50 
ratio was considered about right, but in 
recent years, influenced by the high fed- 
eral income tax rate and stable revenues, 
the management decided that an equity 
ratio of 40-45 per cent would be satisfac- 
tory. At the present time the ratio stands 
at 44 per cent. Conversion of debentures 
in future will tend to increase the ratio. 

Leverage. During the period in which 
convertibles are not eligible for conver- 
sion—and usually for a somewhat longer 
time—common stock leverage is tem- 
porarily increased. 

Dilution. When conversion does occur, 
it is usually gradual and common stock 
dilution is also gradual so that earnings 
per share do not decline so sharply. 


ae. Future financing is left 
more flexible since the company is not 
top-heavy with mortgage debt. During the 
next three years, Mr. Cisler stated, projec- 


tions indicate that all external financing, 
which should average about $60,000,000 
new money each year, can be accomplished 
through mortgage debt. He also estimated 
that during the next three years the equity 
base can be maintained within the 40-45 
per cent range, since retained earnings and 
debenture conversions will gradually ex- 
pand the equity base. Thus the company 
will probably not require equity financ- 
ing during the next three years. 


NUMBER Of utilities in recent months 
have issued convertible securities as 
shown in the table on page 918. 
Consolidated Edison is expected to an- 
nounce shortly the issuance of about 
$55,000,000 convertible debentures, to be 
offered on a subscription basis, and con- 
vertible at the market price around the 
date of issuance; the issue will not be un- 
derwritten, it is understood, but dealer 
compensation will be allowed. 


4 


DATA ON ELECTRIC UTILITY STOCKS 


Aver. 
a Incr. Approx. 
11/14/56 Divi- Recent In Sh.  Price- Div. Common 
rice dend Approx. Share % In- Earns. Earns.  Pay- Stock 
About Rate seld Earnings* crease 1951-55 Ratio out Equity 


American G. & E. ........ 36 6$1.44 40% $2.01Se* 4% 9% 
Arizona Pub. Serv. ....... 22 112 : 1.64Se NC 
Arkansas Mo. Power .... 24 1.24c 1.95Se 18 
Atlantic City Elec. ...... 1.20 1.57Se 
Baltimore G. & E. 2.26Se 
Bangor Hydro-Elec. ...... 2.59Se 
Black Fills P. @ L. ..... 2.15Ap 
Boston Edison 3.40Ap 
Calif. Elec. Power .94Se 
Calif. Oreg. Power 2.08N 
ai Bae Wt, ccc cess 2.25Se 
Carolina PSG LL. oce-cc. es 1.74Se 
Cent. Hudson G. & E. .... 1.11Se 
Cent. TE Boe G, c.cccevcs 2.35Se 
Cent. Ill. Light 4.10Se 
Gent UNS Po Se iis cceecis 2.44Se 
Cent. Louisiana Elec 2.10Se 
Cent. Maine Power 1.65Se 
Cent. & South West 2.29Se 
Cent. Vermont P. S. ...... 1.22Se 
Gincinnatt_G, & BE. ....s 2.16Je 
Citizens Util. “B” 1.08Je 
Cleve. Elec. Illum. 2.71Je 
Colo. Cent. Power 1.74Se 
Columbus & S. O. E....... 2.16Se 
Commonwealth Edison ... 2.72Se 
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Aver. 
Incr. Approx. 
11/14/56 Divi- Recent In Sh. Price- iv. Common 
- Price dend Approx. Share % In- Earns. Earns. 
(Continued) About Rate Yield Earnings* crease 1951-35 Ratio 


Community Pub. Service .. 1 18 13.9 
CN CCS 2 2 i ree 16.2 
Connecticut L. & P. ...... 
Connecticut Power 
Consol. Edison 

Consumers Power 

og gy a ree 
Delaware P.& L. ......... 
Detroit Edison 

Duke Power 

Duquesne Light 

Eastern Util. Assoc. ...... 
Edison Sault Elec. ........ 
Hy aso Piece, oo... .s..0% 
Empire Dist. Elec. ....... 
Fitchburg G. & E. ....... 
Florida Power Corp. ..... 
GCE os) a See 
General Pub. Util. ........ 
Green Mt. Power 

Gilt CHANCE AOU, ccs ccccues 
Plarttont B. fh... s. sss 
Haverhill Elec. ... 
PeawWaNAN BUEC, o22s005005 
ilolcic.) By ge 
Housatonic P. S. ........ 
Idaho Power 

Illinois Power 
Indianapolis P. & L. ...... 
Interstate Power 

fowa Bice, L& P. ...... 
Powa-tll. G5. Be Bw ose cee 
Iowa Power & Lt. ....... 
lowa Pub, Serv. ....55... 
Iowa Southern Util. ...... 
Kansas (aty Poe L. ...... 
I Gy aa 
LOSSY ga a 
Kentucky Util, .......... 
Lake Superior D. P. ...... 
Lawrence Electric 

Long Island Lighting .... 
Lousville G. & E. ........ 
Lowell Electric Lt. ....... 
DUC Cy 2 Deere eee 
Diadison 8a. Ge ES. 6 sos0es 00s 
Maine Pub. Service 
Michivan (sy. G7... os.000 
Middle South Util. 
Minnesota P. & L. ........ 
cs: Valley POS, ....006% 
Missouri Pub. Ser. ....... 
Missouri Util. 

Montana Power 

New England Elec. ...... 
New England G. & E. .... 
New Orleans P. S. ...... 
Newport Electric 

N.Y. State E.G. ...... 
Niagara Mohawk Pr. .... 
Northern Ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma G. & E. ....... 
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Aver. 

Incr. 

11/14/56 Divi- Recent m Sh. 

A Price dend is Share % In- Earns. 
(Continued) About Rate Earnings* crease 1951-55 


Otter Tail Power 1.60 2.26Se 
PACINO Gs. 6 cc scisiecs = 2.40 
(DTU ial Spe Cl a 1.48 
Penn Power & Light 2.40 
Phila. Electric 1.80 
Portland Gen. Elec. ...... 
Potomac Elec. Pr. ....... 
Pub. Serv. 

Pub. Serv. E. & G 

Pub. Serv. 

Pub. Serv. 

Pub. Serv. ; 

Puget Sound P. & L 
Rochester G. & E. ........ 
Rockland L: & P. ........ 
Se NOSED Gl Eo sissies 
San Diego G. & E. ........ 
Savannah E. P. .......... 
Sierra Pacine Pf, ...6..0% 
So. Calif. Edison 

So. Carolina E. & G. .... 
Southern Golo. Pr. ....... 
Southern Company 

So. Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah Pr. ........ 
Southwestern E. S. ...... 
Southwestern P. S. ....... 
AMPA GBNEC. <.s:5:46\<0 oe:se 0s 
Texas Utilities 

Toledo Edison 

Ducson.G, B. L.& P. «..:. 
Union Elec. of Mo. ...... 
United Illuminating 

Upper Peninsula Pr. ...... 
Utah Power & Lt. ........ 
Wireinia BS Be ccc sciesss 
Wash. Water Power 
West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ...... 
Wisc. El. Pr. (Cons.) .... 
Wisconsin P. & I 
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wu 
oO 
— 


ee 
=—=d0 
oo 


_ oe Sal Sl anal elon 
— —_— peer’ 
PUDNN $$ TOP WWNHNNAMNOL AO 


me DN ee et 
a 


Bab ae ERURRRSSSSOUSRND OBYRR OSSD’ 
SBSSSSSESSRSERSSSSSSESSZESESSRESSSS 


1.70Se 
2.72Se 
2.23Se 
2.11Se 
3.24Se 
3.03Se 
3.08Se 
2.31Se 
1.80Se 
1.76My 
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Averages 


Foreign Companies 

Amer. & Foreign Pr. ..... 5.79 2: 8% y 6. 
Brazilian Trac. : ‘ D7 6. 42 2 
British Columbia Pr 1.20 2; 05 37 i 59 27 
Gatineau Power 1.40 : Zz 5 : 4. 68 30 
Quebec Power 1.20 ; : 11 Hy 69 48 
Shawinigan Wtr. & Pr. .... 1.80 i : 30 5. 52 35 


A—American Stock Exchange. B—Boston Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je— 
June; Jy—July; Au—August; Se—September ; Oc—October; N—November; De—December. *Based on 
average number of shares. a—Estimated annual rate. The “A” stock receives stock dividends. b—Also 3 per 
cent stock dividend December 30, 1955, which is included in the yield. c—Also 2 per cent stock dividend 
January 10, 1956. e—Also 5 per cent stock dividend June 15, 1956. f—Also 5 per cent stock dividend Au- 
gust 15, 1956. g—Also 10 per cent stock dividend April 30, 1956. h—Also stock dividend of one share for 
each 200 held September 12, 1956. i—Also 10 per cent stock dividend November 16, 1956. J—Also 10 per 
cent stock dividend August 31, 1956. 
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What Others Think 


Too Much U. S. Investment in Canada? 


HE traditional friendship between the 

United States and Canada is one of 
the blessings for which Americans are 
truly thankful. Every American schoolboy 
knows of the thousands of miles of un- 
fortified frontier between the two coun- 
tries—an example of how neighboring 
peoples of different nationality can dwell 
side by side in mutual trust and confidence. 
The citizens of the U. S. and Canada move 
freely back and forth across the border 
with a minimum of red tape, and ties of 
trade and investment have been growing 
steadily closer. 

Yet, inevitably, where two sovereign 
nations are linked so intimately, causes of 
disagreement, misunderstanding, and fric- 
tion occasionally arise. The First National 
City Bank of New York, in its monthly 
letter, August issue, expressed concern 
over the appearance of a new bone of 
contention; i.e., the extent to which 
foreign capital, particularly American, has 
penetrated Canadian enterprises, such as 
the oil and natural gas industry. The New 
York correspondent of the London Statist, 
the letter article said, discussed the issue 
informatively in the May 19th issue under 
the heading of “Too Much U. S. Invest- 
ment in Canada?” 

According to the banking letter, anxiety 
of some Canadians over the investment 
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issue has cropped out recently in public 
discussions, sometimes in such emotional 
terms as to suggest that American capital 
is no longer welcome in Canada. In the 
interest of good U. S.-Canadian relations, 
the letter writer states, it behooves Amer- 
icans to inquire to what extent criticism 
of American investment policies exists 
among the Canadian people, what it is 
based on, and what Americans can do to 
meet it. 

Such an inquiry is timely, in the view 
of the writer, for another reason. It re- 
veals an impressive picture of the growth 
of the Canadian economy and the energy 
Canadians have applied, often in conjunc- 
tion with foreign capital, to make that 
growth possible. 


nee some Canadians have been un- 
happy about the rdle of U. S. invest- 
ment in Canada still comes as a surprise 
to most Americans, if not to those con- 
nected with the natural gas industry, and 
aware of the furor over the financial stake 
Americans had in the outcome of the de- 
bates in Ottawa last summer involving the 
future of the trans-Canada natural gas 
pipeline, now being constructed. Such in- 
vestment has been going on for a long 
time, and has seemed natural and in ac- 
cord with past patterns of international 
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capital movements, the article explains. 
The United States, with its comparatively 
developed economy, has had a surplus of 
capital to invest abroad. Canada, as a 
comparatively young and vigorously grow- 
ing country, has been dependent in a 
measure upon capital imports, just as was 
the United States in the earlier days of 
its history. 

By way of historical background, the 
First National City Bank article explains 
that during the opening years of this cen- 
tury, when Canada experienced its first 
most pronounced expansion, British capi- 
tal predominated in these imports. Since 
the middle twenties, however, American 
capital has taken an increasing lead. The 
article writer believes that proximity, con- 
fidence in fair treatment and in the future 
of the country, and absence of restrictions 
on free transfer of earnings and capital 
across the boundary, have accorded 
Canada a top rating in the minds of 
American investors. With the coming of 
Empire Preference in the early 1930's, 
additional incentive appeared for estab- 
lishment of Canadian subsidiaries of 
American corporations to export to the 
preference area from Canada rather than 
from the United States. 


os World War II additional factors 
have accelerated the flow of U. S. 
funds into Canada, the article continues. 
Depletion of some American natural re- 
sources, coupled with a growing realiza- 
tion of the vast Canadian resources, has 
encouraged a steady stream of American 
capital into development of iron ore, oil 
and natural gas, lumber, nonferrous 
metals, and other basic commodities. 
While some of the inflow has taken the 
form of portfolio investments of a specu- 
lative character, most of it has represented 
investment by major American interests 
in leases, plants, and facilities, and the 
like, based on long-range considerations 


of growth and convenience of sources of 
supply. 

Since all this is a familiar story, the 
article asks, why the flare-up over these 
investments? It is further stated: 


The first answer is politics. With a 
national election in Canada presumably 
coming up some time in 1957, the ques- 
tion of American “domination” of 
Canadian industry and natural re- 
sources has become a political issue. 
Such phrases as “dollar diplomacy,” 
“economic colonialism,” “alien strangle- 
hold,” and the like, illustrate the color 
of some of the debate. 

Critics complain that American con- 
cerns have been draining off Canadian 
raw materials to feed U. S. industries 
instead of processing them in Canada. 
Canadians have been exhorted “to de- 
clare their economic independence of 
the United States,” and foreigners 
warned that “we are not going to be 
hewers of wood, drawers of water, and 
diggers of holes for any other country, 
no matter how friendly that country 
may be.” 

A second influence was the recent 


> 


BILLIONS OF CANADIAN DOLLARS 
i ee mee she eee iene eee eee wees ek 





MAJOR GROWTH 
INDUSTRIES 
FOREIGN EXPORTS 
INVESTMENT 





x4 
gene 
o— 
Lo 


ALL OTHER 
EXPORTS 








i | i 8 i ! l ! it 
46 47 48 49 50 SI 52 53 54 55 


Canadian Forcign Investment and Exports of Major 
Growth Industries, and Ali Other Exports 


DECEMBER 6, 1956 








PUBLIC UTILITIES FORTNIGHTLY 


controversy over the granting of a 
Canadian government loan to the 
Trans-Canada Pipe Lines Company, 
Ltd., to help build a natural gas pipeline 
from Alberta to eastern Canada. While 
no one questioned the need for the pipe- 
line, the opposition objected to the use 
of federal funds in financing a com- 
pany that is predominantly owned by 
U. S. interests. The project precipitated 
a bitter fight in Parliament, further 
dramatizing the issue of foreign con- 
trol of Canadian resources, and irritat- 
ing feelings all around. 

A third reason, underlying the others, 
is found in the report published last 
spring by the Dominion Bureau of 
Statistics (DBS) on “Canada’s Inter- 
national Investment -Position 1926- 
1954.” 


eee report showed that of $12 billion 
of foreign capital invested in Canada 
since 1900, nearly half came in the last 
decade; moreover, of the $5.4 billion in- 
flow in the latter period some 85 per cent 
came from the United States. What 
startled Canadians, in the view of the 
article writer, was the extent to which 


ev 


foreign capital was found to have assumed 
a major rdle in the most dynamic parts 
of the economy—oil, mining, and manu- 
facturing. As the Canadian Financial Post 
expressed its concern, 


Most people have known that Amer- 
ican participation in Canadian industry 
has been soaring since the war, but few 
have realized the extent of foreign 
domination. .. . 

In 1926 Canada controlled 65 per 
cent of its manufacturing; in 1953 it 
was 53 per cent; today it may be no 
more than half. In 1926 Canada con- 
trolled 62 per cent to its mining; in 1953 
it was 43 per cent; today it is probably 
lower still. Taking altogether petroleum 
(in all its phases), all mining and smelt- 
ing, and all other manufacturing, Can- 
ada in 1953 was just keeping ahead of 
the United States in its ownership of 
those aspects of Canadian business. 


Herewith is reproduced a table from 
the article, based on the DBS report, 
showing for selected Canadian industries, 
the distribution of control as between 
Canada and other countries. 


CONTROL OF SELECTED CANADIAN INDUSTRIES IN 1953 
(In Millions of Dollars) 


Total 
Invest. 
Manufacturing : 

Pulp & paper 

Textiles 

Chemicals 

Elec. apparatus .... 

Trans. CGUD. ..400. 

Iron & steel 

ee 

Agricul. machy. ..... 

All others 


Subtotal 


Min. & smelt’g. 
incl. petroleum .... 
Petroleum refining, 
merch., & trans. .. 


Amount Controlled 
In Can. 


$ 582 


513 
159 
108 
164 
340 
276 
109 


2,039 
4,290 


1,089 


257 


5,636 
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924 


Per Cent of Total 
Controlled 
U. S. Other 


42 


9 
54 
62 


InU.S. Can. 


36 
39 


39 


55 


74 
46 
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In considering these figures, the article 
first offers some additional perspective. 
According to the DBS report, it says over 
80 per cent of Canada’s large capital out- 
lays in recent years has been financed from 
domestic sources. This included practically 
all of the new housing, most of the out- 
lays in agriculture, transportation, roads, 
schools, and government works, and much 
of the expenditures in public utilities, mer- 
chandising, and some of the manufactur- 
ing industries, including steel and textiles. 


| eee according to the bank letter 
writer, who quotes Canadian Minister 
of Trade and Commerce C. D. Howe, 
Canadian savings available for investment 
have been much greater than even these 
figures would suggest. A good portion of 
these savings was invested abroad. From 
1946 to 1949 and for some years before 
that, and again in 1952, Canada was a net 
exporter of capital, the article continues. 
So if one allows for Canadian investments 
abroad and the use of foreign resources 
as a percentage of net capital formation, 
it turns out that not more than 6 per cent 
of Canadian investment in the postwar 
period depended on foreign resources. 
This, the article found an impressive 
achievement. 

The aspect he stressed, however, was 
that despite the near adequacy of Cana- 
dian savings over all, Canadians have 
preferred to invest some of their capital 
abroad and, in general, to channel their 
funds into fixed income securities rather 
than into the type of equity securities asso- 
ciated with the development of the great 
resource industries, in which American 
capital has taken so prominent a part. 

Various reasons for this were outlined 
by Douglas Gibson, president of the Cana- 
dian Political Science Association, at the 
annual meeting in June: 


Most important is the nature of 


Canadian development, with its empha- 
sis on the large-scale mineral and forest 
industries with their huge requirements 
for capital and the related need for 
some reasonable assurance as to mar- 
kets. Developments of this kind require 
large amounts of risk capital and, with 
only a limited number of large Cana- 
dian-owned corporations in these areas 
of enterprise and comparatively few in- 
dividuals of great wealth, it was almost 
inevitable that United States capital 
should play an important part. 

It may also be noted that Canadian 
institutional collectors of long-term sav- 
ings have not traditionally invested 
much in equity capital, nor have they 
been encouraged to do so by our legal 
arrangements. The most important fac- 
tor of all in the development of large- 
scale resource projects is the prospect 
that markets will be available for the 
ultimate production. Large American 
and American-controlled concerns with 
their connections and sometimes en- 
trenched position in the United States 
markets have naturally been in a strong 
position from this point of view. 


It is noteworthy that Canadian inves- 
tors, despite unbounded confidence in the 
future of their country, have been net 
sellers of Canadian equities over the past 
few years, as pointed out by the article. 
This is in spite of the incentive to hold 
them, offered by the 20 per cent Canadian 
tax credit to Canadian nationals on divi- 
dends from Canadian corporations. 


ae the foregoing, two points stand 

out, according to the article: (1) 
While Canada has been generating most 
of the savings needed to finance her rapid 
development, there has been—for the 
reasons given—a shortage of venture 
capital which has had to be met from out- 
side sources, in large part from the United 
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States. (2) As Mr. Gibson observed in 
his address, the flow of foreign and U. S. 
investment money to Canada has occurred 
almost entirely as a result of the free 
movement of funds and _ enterprise. 
“Americans and their companies,” he 
pointed out, “made their investments 
under our laws, like anyone else.” 

Canada has benefited from this capital 
inflow, the writer suggests, both internally 
and externally. Internally, these invest- 
ments, despite their concentration in the 
primary industries, have had a “multi- 
plier” effect upon the economy at large, 
providing more jobs and encouraging the 
growth of new centers of population, with 
all the attendant demands for new homes 
and public and private services of innu- 
merable variety. Quoting further from 
Mr. Gibson, the article states: 


Even the briefest study of the impact 
of the discovery of oil in Alberta de- 
molishes the popular fallacy that the 
basic industries do little to encourage 
the growth of population and secondary 
industry. 

It is no coincidence that Alberta has 
become one of the fastest-growing 
provinces in population. It is true, of 
course, that the amount of employment 
directly related to the production of oil 
is small. But the huge investment in- 
volved, with all the related construction 
of refineries, pipelines, gathering sys- 
tems, roads, and so on, the revenues and 
royalties arising from the oil, the de- 
mands for supplies, and the stimulus to 
the development of industries using oil 
or natural gas as materials or fuels, 
provide a tremendous and still widening 
impulse to economic growth, including 
that of “secondary” industry. 


| erm the article adds, Canada 
has benefited from this capital inflow 
in that it has helped to finance the import 
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requirements of the huge capital expan- 
sion program without drain upon the 
country’s foreign exchange resources— 
even to the point of the Canadian dollar 
selling at a premium over the U. S. dollar. 
These investments are already bearing 
fruit in developing new exports or supply- 
ing goods that otherwise would have to be 
imported ; and this is expected to increase 
as time goes on, adding to Canadian finan- 
cial and economic stability in the future. 


fen article contains a chart, repro- 
duced on page 923, which indicates 
the relatively greater growth characteris- 
tics of exports in the major growth in- 
dustries (wood and paper, iron ore, non- 
ferrous metals, oil and natural gas, and 
chemicals) in which foreign capital has 
most actively participated, than in other 
lines. 

The charge that these exports are de- 
pleting Canada’s raw material resources 
without benefit to Canada would appear 
to be more emotional than factual, the 
article reports. In considering the broad 
benefits to Canada of developing these re- 
sources, it may be noted also that timber— 
to mention one basic commodity—is, un- 
der modern reforestation practices, no 
longer a wasting asset. Moreover, in the 
case of forest products and minerals as 
well, according to the author, Canadian 
processing of the raw material has in gen- 
eral been increasing, not decreasing. As 
for oil alone, the $1.1 billion of foreign 
capital invested, with $850,000,000 of 
Canadian capital, is saving the country 
close to $300,000,000 in foreign purchases 
annually, 

The writer explains that in the case of 
iron ore, about which there has been some 
hue and cry, the Canadian iron and steel 
industry, practically since its inception, 
has drawn heavily upon U. S. resources. 
It is only very recently that Canadian ore 
exports to the United States have ex- 
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“WE HAD THE HOUSE REWIRED—IT WAS FALLING APART” 


ceeded imports from this quarter. Traffic 
in raw materials between the two coun- 
tries has been, and is, by no means a 
one-way street. 


HE article maintains that the impres- 

sion apparently held in some Cana- 
dian circles that Canadians are becoming 
increasingly “hewers of wood, drawers of 
water, and diggers of holes” for other 
people is not borne out by figures of Cana- 
dian exports to the United States. For 
example, in 1954, the latest date for which 
such figures are available, only 21 per 


cent of Canadian exports to the United 

States were classified as raw materials, as 

against 36 per cent in 1939 and 31 in 1929. 
The author adds: 


But, when all is said and done, the 
basic question for Canadians themselves 
to decide boils down to whether it is in 
their best interests (a) to continue ac- 
cepting foreign capital freely with a 
resulting stimulus to more rapid eco- 
nomic growth including development of 
raw material resources and exports, or 
(b) to discourage capital imports and 
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rely more on domestic savings and 
markets, at the cost of a slower rate of 
material progress. Realistic Canadians 
are well aware that they can hardly ex- 
pect to have their cake and eat it too. 
That there is little or no solid senti- 
ment in Canada for the second alterna- 
tive is indicated by statements of high 
government officials and business and 
financial leaders. The following excerpt 
from an address by Trade Minister 
Howe in Hamilton, Ontario, last April 
is typical of many that might be cited: 


I share the desire of Canadians to 
be free from dependence on large- 
scale imports of capital. As a member 
of the Canadian government, I do all 
I can to help maintain conditions 
favorable for Canadian investors, in 
the hope that one day we shall be able 
to look after all our capital require- 
ments, if we choose to do so. The 
plain truth is, however, that Cana- 
dians have not generated enough 
savings to supply all the capital re- 
quired for Canadian development in 
postwar years. They have preferred 
to invest their savings in traditional 
Canadian fashion. As I said at the 
outset, Canadians are inclined to be 
cautious. 

Let us face the facts. Had it not 
been for the enterprise and capital 
from the United States, which has 
been so freely at our disposal in post- 
war years, our development would 
have been slower, and some of the 
spectacular projects about which we 
are so proud and so rightly proud, 
since they are Canadian projects, 
would still be far in the future. 


ee provincial governments of Can- 
ada, which have a direct responsibility 
for industrial development within their 
borders, have already given their answers 
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to this question, the article goes on. All of 
them, without exception and regardless of 
politics, have made efforts to persuade 
American companies to establish within 
their borders. The Province of Ontario, 
for example, has for some time maintained 
an office in Chicago just for this purpose 
and is now reported to be opening another 
in New York city. 


QUESTION for Americans, and particu- 
larly for American companies having 
Canadian subsidiaries, is whether they are 
giving due weight to public relations in 
shaping their financial and operating 
policies. The article says that Canadians 
have generally welcomed the establish- 
ment of American-owned branch plants 
and subsidiaries, and most Americans are 
familiar enough with politics to take cam- 
paign oratory at a discount. Canadians, 
however, would like to see more oppor- 
tunities for Canadian participation in the 
ownership of American projects operating 
within their borders, as well as more 
opportunities to advance to top positions 
of management. 
Mr. Howe, in the speech above cited, 
stressed the ownership issue as follows: 


I am happy to note that Canadians 
are steadily increasing their equity hold- 
ings in many of the better-known proj- 
ects in Canada which were originally 
developed by non-Canadians. It seems 
to me that we can reasonably ask that 
opportunities to do so will be opened to 
Canadians who wish to invest in equi- 
ties at the going price. I suggest that 
those companies that operate their 
Canadian projects as wholly owned 
subsidiaries of a foreign corporation 
would do well to invite Canadian par- 
ticipation, through stock ownership in 
the Canadian subsidiary. 

I make this suggestion in the interests 
of the United States companies them- 
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selves. By giving Canadians an active 
interest in the success of their Canadian 
subsidiaries, United States companies 
will, in my view, contribute immeas- 
urably to their own prospects in this 
country. 


HE First National City bank writer 

admits this is a complex problem and, 
as experienced people will realize, there is 
no pat answer. There are American- 
controlled Canadian companies which are 
wholly American owned; others in which 
ownership is mixed in varying propor- 
tions. Some are managed largely by 
Americans; others largely by Canadians. 
These companies, however, are all oper- 
ating under Canadian laws, and are work- 
ing side by side with Canadian-controlled 
companies in developing Canadian re- 
sources for domestic consumption or 
export. 

Under Canadian and U. S. tax laws and 
the Income Tax Convention between the 
two countries, the article states that Amer- 
ican companies have not been encouraged 
to sell more than a small fraction of stock 


in their subsidiaries to outsiders. Under 
these tax provisions, it has been generally 
more attractive taxwise for a United 
States parent corporation to continue to 
hold at least 95 per cent of the voting stock 
of a Canadian subsidiary, it points out. 
Canadian proposals that the tax treaty be 
amended to correct this situation were 
reported in July to have resulted in an 
agreement between the two countries, sub- 
ject to ratification by the Canadian Par- 
liament and the U. S. Senate. 


I* summing up his thought, the author 

writes that American companies op- 
erating Canadian enterprises have many 
factors to consider in determining their 
corporate setups, but one surely is concern 
for how Canadians feel. Such companies 
do well to bear in mind that they are in 
Canada as guests of the Canadian people, 
he adds. In striving to be good guests they 
not only improve their own public rela- 
tions in Canada, but help set an example 
to the rest of the world of the mutual ben- 
efits that flow from the cultivation of a 
favorable investment climate. 





Utilities as Customers for Weather Forecasts 


— power and gas companies, gas 
transmission lines, telephone com- 
panies, and bus, streetcar, and rapid trans- 
it enterprises are among the many busi- 
ness users finding dollars-and-cents value 
in Weather Bureau forecasts and outlook 
information. Many companies do not rely 
exclusively on locally disseminated weath- 
er information obtainable over the radio 
and by phone, but subscribe directly to 
Weather Bureau daily and other publica- 
tions, to public weather teletypewriter cir- 
cuits of telephone companies and West- 
ern Union carrying up-to-the-minute 
Weather Bureau information, utilize the 
services of independent industrial weather 


firms, or, in some cases, employ staff me- 
teorologists. Even so, the Weather Bu- 
reau thinks that the utility industry is not 
fully exploiting the weather information 
available. 

The uses to which weather forecasts for 
the hours immediately ahead and over the 
longer run are put by public utilities are 
well known but perhaps deserve listing 
here. Bus lines utilize warnings of heavy 
snows, floods, cold waves, heavy rains, 
and fog in connection with the mainte- 
nance of schedules, rerouting in emer- 
gencies, mobilization of crews, preparation 
of sanding trucks, use of chains and anti- 
freeze, and the like. Street railways, 
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which are handicapped by snow, bad sleet, 
or ice, when alerted in advance, send out 
crews to keep the trolley switches clear, 
an important precaution where the system 
is powered underground. 

Rapid transit, especially elevated lines, 
is concerned with cold weather and heavy 
snow. Cold stiffens lubricants and in- 
creases friction. A sudden storm may 
greatly increase passenger traffic, neces- 
sitating changes in schedules. 


ee weather information enables 
electric light and power companies to 
prepare for load changes. A cloud over 
Elizabeth, New Jersey, may mean that in 
twenty minutes millions of bulbs will be 
lighted in New York city. Electric util- 
ities thus have practical use for Weather 
Bureau forecasts of ceiling, visibility, 
precipitation, light-intensity factor, tem- 
perature, and wind in planning production 
of electricity, since production must be 
precisely synchronized with demand. Elec- 
tric utilities are also benefited by the use 
of other Weather Bureau information, 
including the longer-range outlook ap- 
praisals, hurricane warnings, river-level 
prognostications, etc. In common with 
telephone companies, power companies 
must alert extra crews when glaze on lines 
may cause failures. To coal users, possi- 
ble delays in deliveries due to weather, in- 
cluding ice and fog, are of direct concern. 
So, too, is warning of possible thunder- 
storms, which may disable transformers. 

The Potomac Electric Power Company 
in Washington, D. C., for instance, main- 
tains constant contact with the Weather 
Bureau. Employees watching over the 
company’s entire system keep close esti- 
mates of the necessary load, based on 
weather forecasts and past records. For 
any large increase in power load the com- 
pany’s generating plants at Benning and 
Buzzard Point need at least two hours’ 
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warning. Trouble shooters, both overhead 
and underground, must be alerted when 
bad weather threatens. Telephone and 
two-way radio communication helps Pep- 
co adjust to the weather. 


t.* companies use “degree day” data 
to plan fuel supply for the longer 
future. But for the days and hours im- 
mediately ahead the latest weather infor- 
mation is essential. The Washington Gas 
Light Company in its operations combines 
current weather reports with hourly esti- 
mates figured on past daily loads. Receiv- 
ing its natural gas via pipeline, the com- 
pany several times daily relays weather 
information to the headquarters of the 
pipeline company in Charleston, West Vir- 
ginia, so that the flow of gas to Wash- 
ington may be adjusted to the needs. If 
circumstances require, the company’s local 
manu facturing plant can be readied to sup- 
plement the supply of natural gas. 

In general, gas companies use 5-day 
forecasts, expected wind velocities and di- 
rection, cold-wave and hot-weather warn- 
ings to plan their fuel supply orders, to 
prepare extra gas before critical cold 
weather arrives, and to notify manufac- 
turing companies of diversion of gas to 
residential sections. A gas company may 
find it profitable to engage expert help in 
interpreting Weather Bureau advance in- 
formation. 

A Weather Bureau publication puts it 
this way: 


A cold wave of long duration in 
Louisville means that the natural gas 
supply must be supplemented by costly 
manufactured gas. With all of these 
factors and many more before them, the 
consulting firm serving the pipeline 
company will make forecasts, revise 
them frequently, and watch for every 
change which may affect the juggling 
of the supply of natural gas, keeping in 
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“YOU NEEDN’T GET MY CAR. I’VE DECIDED TO TAKE THE BUS HOME 
AND AVOID THE ‘TRAFFIC JITTERS’ !” 


close touch with the pipeline’s dis- 
patcher throughout the emergency. 
Thousands of dollars will be saved for 
the gas company, its customers and 
their employees, if, for example, it is 
found that interruption of industrial 
consumers can be avoided. This ad- 
visory service is rendered by the Weath- 
er Bureau on a generalized basis, but 
the consultant meteorologist takes into 
account the special operational problem 
of his client. Without the foreknowl- 
edge provided by this 24-hour-a-day 
specialized weather service, many un- 
necessary precautionary shutdowns of 
interruptible consumers might take 
place. 


The natural gas pipeline company with 
its customers hundreds of miles away 
needs to keep closely informed on weather 


conditions across the country. It is not only 
a question of piping the gas needed by the 
customers, but—as in the case of the pipe- 
line’s gas company customers—knowing 
when the weather will permit taking 
equipment out of service for repair. 


| epeeiomain power dams provide 
additional use for weather forecasts. 
These dams must be maintained at a set 
maximum level. When rain is expected, 
water must be spilled from the dam. But 
there is no guaranty that the weather will 
always turn out as forecast. The pre- 
dicted storm may not materialize and if 
meanwhile the water level has been low- 
ered too much the power company may be 
forced to activate its more expensive coal- 
fired generators. All that can be done to 
prevent this is for the company to get not 
only the latest weather information but 
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also competent meteorological interpreta- 
tion thereof. 

Power and telephone lines are especial- 
ly prone to weather trouble from hurri- 
canes and ice glaze formed by freezing 
rain. Against these dangers advance 
weather information is extremely valu- 
able. Where it does not make possible op- 
erational defense it does help get ready for 
repairs. Against ice glaze about the only 
operational defense available to the power 
company is internal warming of the con- 
ductors, most effective when the glaze first 
forms; but unless the load dispatcher has 
four to twelve hours’ warning the neces- 
sary current may not be available, since 
some reallocation is usually needed. 

Telephone companies not only are sub- 
ject to weather damage to their overhead 
lines but to problems created by increased 
load during bad weather. Bad weather, 
incidentally, increases the problem of gas 
pipeline operation where communication is 
interrupted owing to damage to phone 
lines connecting compressor stations and 
production and distribution centers. 


HREE types of teletypewriter service 

carrying Weather Bureau reports 
and forecasts are available at nominal 
cost. While these services carry only 
Weather Bureau information, they are in- 
stalled by telephone companies or West- 
ern Union. Of the three services, only one 
is suitable for use by the typical utility 
company, Service C. (Service A is mainly 
for use by airlines as an aid to air naviga- 
tion. Service O caters to international 
needs.) As officially described, Service C 
weather teletypewriter system blankets the 
U. S. and is the primary means for dis- 
tributing domestic synoptic weather infor- 
mation. It is divided into six land-line 
circuits, each covering a different geo- 
graphical area. Not all the weather data 
transmitted on Service C go to all cir- 


DECEMBER 6, 1956 


cuits. Some information is available only 
on the circuit of entry. Other reports go 
to neighboring areas. Still others get na- 
tional distribution. A detailed list of all 
the kinds of information carried on Serv- 
ice C is contained in the CAA publication, 
Service C, Domestic Synoptic Weather 
Schedules, available free from the print- 
ing services branch, Civil Aeronautics Ad- 
ministration, Department of Commerce, 
Washington 25, D. C. 

Included in Service C are, inter alia, 
weather summaries, temperature and pre- 
cipitation bulletins, U. S. surface map 
analysis, 12-hour pressure change chart, 
5-day mean maps, 3-hour analyses, 5-day 
state forecasts, temperature extreme fore- 
casts, regional weather synopses, state 
forecasts, guidance forecasts, experimen- 
tal 30-day outlook, prognostic weather 
map analyses, hurricane advisories or 
warnings, etc. Among subscribers to Serv- 
ice C are: Columbia Gas System, Lone 
Star Gas Company, El Paso Natural Gas 
Company, Texas Gas Transmission Com- 
pany, Southern California Edison Com- 
pany, Utah Power & Light Company, and 
Michigan Wisconsin Pipe Line Company. 


, bonne are 57 public service circuits 
over the country through which re- 
gional offices of the Weather Bureau dis- 
seminate weather information. Any util- 
ity is eligible to subscribe to such a serv- 
ice. The 14 subscribers to the Washing- 
ton, D. C., circuit, for example, include 
the Potomac Electric Power Company, 
the Washington Gas Light Company, and 
the City of Alexandria Public Works 
Department. The Washington circuit is 
run by Western Union at a flat monthly 
fee of $28. 

In Milwaukee—to cite another example 
—the circuit is run by the Wisconsin Tele- 
phone Company. Apart from a $27 in- 
stallation charge, the service costs sub- 
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scribers $30 a month plus 35 cents per 
tenth of a mile (airline measurement) 
from the company’s central office. One big 
advantage of teletypewriter service is that 
it is instantaneous and available even 
when, as often happens during storms, lo- 
cal telephone switchboards are swamped. 
Nor is there any chance of error creeping 
into the information due to passage 
through “middlemen.” It is accurate and 
dependable. The teletypewriter automat- 
ically brings to subscribers revisions of 
forecasts as fast as they become available 
as well as special advisory warnings. 

Utilities also can find profit in various 
of the Weather Bureau’s printed publica- 
tions. A full list of these is available with- 
out charge from the bureau in Washing- 
ton, or from any of its approximately 300 
offices throughout the country. The Daily 
Weather Map, issued seven days a week, 
costs only 60 cents a month or $7.20 a 
year. If received by air mail, the cost is 
increased by $21.90 a year. 


Re operational analysis utilities find 
the bureau’s monthly and annual sum- 


maries, Climatological Data, very useful. 
These may be subscribed for by “sections,” 
a section generally being a state. They list 
such information as daily and monthly 
precipitation, temperatures, wind move- 
ments, and evaporation, and contain both 
statistics and narrative. The national sum- 
mary is sold on a monthly and annual 
basis, as desired. 


| eee Climatological Data is also recom- 
mended for public utility company 
use. It is published monthly and has 
monthly and annual supplements. Those 
concerned with hydroelectric power or 
with floods will be interested in the an- 
nual, Daily River Stages, giving data for 
about 625 stations throughout the coun- 
try; and in Daily Weather and River Bul- 
letins, which are designed for local use. 
In addition a considerable list of regu- 
lar, special, and miscellaneous publications 
is available from the Weather Bureau. 
One of these, Weather Forecasting, avail- 
able for 20 cents, tells, among other things, 


how to read a weather map. 
—HERBERT BRATTER 





CC’ : \HE great strides in electric power generation are proof that 
the investor-owned, tax-paying electric power industry has 
fully accepted the responsibility for helping conserve our nation’s 


energy resources. 


“Had the electric industry rested on its laurels in 1925, by 1965 


we would have been consuming coal at the astronomical rate of 
1,000 million tons every year. The industry has, however, increased 
its efficiency, and has done so voluntarily. At supercritical 
efficiencies, precisely the same tremendous output of electric power 
could be obtained from only one-third the coal. 

“Forthcoming tremendous increases in the nation’s power re- 
quirements, together with rapidly declining fuel reserves even in 
the face of expanding use of atomic power, must of necessity great- 
ly intensify the electric light and power industry's constant drive 
toward more efficient power generation. The electric industry's 

ledge to the people of this nation, to investors, and to customers, 
1s constantly and unremittingly to bend every effort toward this end.” 
—R. G. RINCLIFFE, 
President, Philadelphia Electric 
Company. 
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No Changes in Power 
Policies Planned 


oneal of the Interior Fred A. 
Seaton recently declared the power 
partnership policy of the Eisenhower ad- 
ministration will be maintained. “I do 
not consider the results of the recent elec- 
tions a rebuke to our water and power 
policies,” Seaton said. 

“If there is anything wrong with the 
Eisenhower concept it’s a question of 
salesmanship rather than practicality, 
right, and justice. I am not aware of any 
move to modify this administration’s 
over-all policy.” 


—_— 


The March of 
Events 


Seaton’s statement was in answer to 
press conference questions shortly after 
his arrival in Salt Lake City, Utah, to ad- 
dress the National Reclamation Associa- 
tion convention. Seaton said he did not 
believe the American people want federal 
domination of the nation’s power re- 
sources. 

Seaton revealed that a Reclamation Bu- 
reau study concerning the proposed 
Pleasant Valley and Mountain Sheep 
projects on the middle Snake river would 
be reviewed by him in Washington short- 
ly. The Pacific Northwest Power Com- 
pany has applied for a Federal Power 
Commission license to build the two dams. 


Illinois 


Illinois Bar Section Meets 

Ox Friday, November 30th, at 2 P.M. 

the Section on Public Utilities Law 
of the Illinois State Bar Association was 
slated to sponsor a program entitled “A 
Clinical Approach to Public Utility Prac- 
tice in Illinois.” Commissioner Cyrus J. 
Colter of the Illinois Commerce Commis- 


sion was to moderate a discussion which 
would include representatives from each 
of the principal public utility fields. 

The program was to consist of a review 
of recent developments in federal and 
state regulation of utilities and was to in- 
clude a discussion of current problems of 
practice in their fields. 


Louisiana 


Proposal Rejected 


A PROPOSED state constitutional amend- 
ment to create two new memberships 
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on the state public service commission, 
with appointment in the hands of the gov- 
ernor, was rejected by Louisiana voters 
at the general election last month. 





THE MARCH OF EVENTS 


Maryland 


Commission OK’s Gas 
Increase 
_ average Maryland residential cus- 
tomer of the Cumberland & Allegheny 
Gas Company will pay about $8.75 more 
a year for his gas under new rates ap- 
proved recently by the state public serv- 
ice commission. 

Last March 29th, the company asked 
for a rate increase affecting its 20,800 
customers in Allegany and Garrett coun- 
ties. Hearings on the request continued 
intermittently until November 9th. On 
that date the commission ruled that Cum- 
berland & Allegheny was entitled to an in- 
crease. 


Olds Favors Dam 


_ Otps, former chairman of the 
Federal Power Commission, said re- 
cently that Maryland electric co-opera- 
tives would benefit greatly by construc- 
tion of a multipurpose dam at River Bend, 
on the Potomac river above Wash- 
ington. 

Olds, who headed the FPC under Pres- 
idents Roosevelt and Truman, told a 
group of Maryland legislators they should 
have their representatives in Congress 
work for the project. He appeared before 
the legislative council’s Potomac River 
Basin Committee at the request of several 
electric co-operatives. 


Nebraska 


Turn Down Municipal 
Ownership 


B a margin of about 3 to 1, voters of 
Scottsbluff turned down municipal 
ownership of the local electric distribution 
system. This means Consumers Public 
Power District will continue to operate 
the system. 

The chairman of the citizens’ commit- 


tee which campaigned for city ownership 
said he did not know whether another at- 
tempt would be made to change owner- 
ship of the system. He said Consumers 
is doing a good job in Scottsbluff on serv- 
ices and rates. But the profit, he con- 
tended, is going to the western division of 
Consumers while, under municipal own- 
ership, there would be “more profit for 
the city.” 


New York 


Consolidation Approved 


btw state public service commission 
last month granted its approval for 
the proposed consolidation of Iroquois 
Gas Corporation and Republic Light, 
Heat & Power Company, Inc., as of No- 
vember 30th, subject to the required fur- 
ther approval of the Federal Power Com- 
mission and the Securities and Exchange 
Commission. The new company will be 
known as Iroquois Gas Corporation. 
Iroquois now serves 900 Btu mixed gas 
in Buffalo, Lackawanna, and various vil- 


lages and towns in Erie county and 1,000 
Btu natural gas in Salamanca and various 
towns and villages in Cattaraugus, Erie, 
Livingston, and Wyoming counties. Re- 
public serves 900 Btu mixed gas in Niag- 
ara Falls, Tonawanda, and North Tona- 
wanda, Kenmore, and various towns in 
Erie and Niagara counties, and 1,000 Btu 
natural gas in Dunkirk, Batavia, and vari- 
ous villages and towns in Erie, Chau- 
tauqua, Genesee, Wyoming, Livingston, 
Monroe, and Ontario counties. In com- 
bination, the two companies serve a total 
of 328,500 customers. 
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Tennessee 


City to Offer Power 
Plant Bonds 


Rie ssinte the program “an outstanding 
example of public power without 
public subsidy,” Mayor Edmund Orgill 
announced last month that the city of 
Memphis would market, early in Decem- 
ber, a $154,000,000 revenue bond issue 
to finance the construction of a steam-elec- 
tric plant. 

He said that offering of the bonds, 
through an investment banking syndicate, 


was the initial phase of a long-range pro- 
gram that would give the city power at 
the same relative rates to consumers as 
prevailed under the purchase of Tennes- 
see Valley Authority power. 

Orgill said the initial project calls for 
the largest steam-electric plant ever con- 
structed by a municipality. It will con- 
sist of three steam-electric turbogenerator 
units with a total net capacity of 812,500 
kilowatts. The first unit is expected to be 
operating by the summer of 1958. 


Texas 


Gas Rate Increase 
Recommended 

9 PER CENT increase in domestic gas 

rates in Houston was recommended 
to the city council recently by the city’s 
team of rate experts. The recommenda- 
tion was lower than had generally been 
expected. 

Gas company spokesmen had little to 
say but there was doubt that the com- 
panies would go to court for a higher in- 
crease if the city council goes along with 
the recommendation. United Gas had 
asked for a 40.6 per cent increase while 


Houston Natural sought a 21.8 per cent 
hike in rates. 

J. H. Foy, rate expert and special coun- 
sel hired to present the city’s case, joined 
by Acting Public Service Director J. B. 
White, made a “finding of fact” that a 
revenue deficiency of 14 per cent was “in- 
dicated” for United and 8 per cent for 
Houston Natural. However, they told 
councilmen that if United’s administra- 
tive and general expenses, and customer 
accounting expenses were as low as Hous- 
ton Natural’s, then United would be en- 
titled to an increase of only 10 per cent. 


West Virginia 


Transit Rate Increase 
Approved 


3-CENT increase in local cash fares and 

a general boost in the price of school 
tickets have been authorized for the 
Charleston Transit Company by the state 
public service commission. The commis- 
sion also approved a 2.5-cent increase in 
the cost of tokens in the local city zone. 
Six-cent school tickets were increased to 
10 cents. The company estimated the 
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average increase would amount to 14 per 
cent. 

Factors making the increase necessary 
were listed by a company spokesman as 
growing use of private automobiles, pop- 
ularity of television with its tendency to 
keep people at home, increased use of 
home air conditioning which makes it 
more comfortable for people to remain 
at home in the summer months, and the 
growth of suburban shopping areas. 
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Trends and Topics 


Combined Billing for Service to Housing Projects 


| en for public utility service, like prices for commodities, may be lower 
for wholesale purchases. Lower costs incurred in large-scale transactions 
are reflected in a lower charge per unit. Questions arise, however, as to the 
propriety of granting the advantages of wholesale rates in particular situa- 
tions. The owner of a factory taking all his current through one meter in large 
quantities is obviously a wholesale customer. A person owning rental prop- 
erties in scattered areas is denied service to all his properties at wholesale 
rates. What is the status of housing projects? 


Question Raised in New York 


This question has been presented to the New York commission in a proceed- 
ing by the Consolidated Edison Company. The company seeks to abandon 
its so-called conjunctional and intercommunicating billing. It proposes to 
meter each building unit separately, charging the higher rate applicable to 
smaller consumers or to large-scale consumers whose building units are widely 
separated and therefore do not meet the proximity requirement. The under- 
lying theories have received attention in numerous cases. 

The New York commission has dealt with the question of combining bill- 
ings of separate meters when a single customer at a single location had more 
than one meter. This situation had developed in some cases because service 
under different rates for lighting and for retail power had in the past been 
separately metered. The commission, in the Long Island Lighting Company 
Case, for example, decided that the utility should combine billing and reading 
of meters when the consumptions registered by various meters were eligible 
for billing under the same rate (60 PUR NS 109). That decision followed 
an order issued to bring about uniformity in the treatment of multiple meters 
and to determine under what conditions a combination of meter readings 
might be made the basis of bills to consumers (54 PUR NS 295). Each con- 
sumer, so far as practicable, in the opinion of the commission, was to be served 
through one meter at a single location. 
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The same commission, in one case, held that conjunctional billing had no 
application to the situation where a religious and educational institution oper- 
ated within a fenced enclosure containing buildings of the institution and 
others (63 PUR NS 297). 


No Combined Billing for Housing Project 


The Shreveport Housing Corporation was unsuccessful in an effort to ob- 
tain an order from the Louisiana commission directing a gas company to bill 
the corporation on one meter reading or a composite meter reading for service 
to residents of a housing project (5 PUR3d 22). The company was billing 
for 223 separate meter readings. All bills were paid by the housing corpora- 
tion and the rent paid by tenants included the utility service. 

The commission was of the opinion that the housing development was not 
unique and the mere fact that the corporation paid the utility bill and took 
that fact into consideration in fixing the monthly rental for the apartments 
did not alter the situation in so far as the metering and billing for gas service 
was concerned. Further, the utility had a considerable amount of investment 
in pipeline, distribution system, regulators, and meters at the project and, 
in the opinion of the commission, was entitled to a reasonable and fair return 
on that investment. 

The commission commented that if it granted the petition by the housing 
corporation, it would be necessary to grant the same privilege to literally hun- 
dreds of other housing projects within the state which were similarly served 
by electric and gas utilities. 


Agreement Providing for Combined Billing Approved 


The Tennessee commission approved a contract between a gas company and 
a housing authority providing for combined billing for a wholesale natural 
gas supply to low-rent housing and slum clearance projects (39 PUR NS 100). 
These had been constructed under authority of the State Housing Authority 
law, with financial assistance from the United States Housing Authority. 
The authority was to construct and operate its own distribution system within 
each project. Tenants would pay for gas as part of their rent, and the utility 
would deal only with the authority, which would be responsible for payment 
for all gas consumed by each project. 

It appeared that through the construction of two projects the utility would 
acquire a substantial amount of new and increased business. The utility would 
be saved the expense of individual billing, metering, collections, line leakage 
expenses, and maintenance of meters and services on individual premises. It 
would also avoid individual credit risks. 


Each Housing Project a Single Customer 


Richardson Vista Corporation and Panoramic View Corporation, owners 
of housing projects comprising 19 and 14 apartment buildings, respectively, on 
two unsubdivided tracts within the city of Anchorage, Alaska, were granted 
a refund by a federal court for overpayments to the city as the operator of a 
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municipal plant (9 PUR3d 356). Electricity was supplied for such facilities 
and places in each building used exclusively by the owners or provided for 
the use of their tenants in common, and measured by a meter in each build- 
ing. The city had treated each building as if it were separately owned. The 
owners contended that each housing project should be treated as a single 
customer, the meter readings combined, and the rate applicable to the total 
energy used, applied. 

The court held that a housing project consisting of several buildings erected 
on one tract of land and owned by one person was an establishment within 
the meaning of a sliding-scale tariff applicable to professional, mercantile, in- 
dustrial, and other establishments not classified as single-family residences. 
The practice of the city in refusing to treat such a project as a single cus- 
tomer and to make a combined meter reading for the entire project was held 
to be in conflict with the rate schedule. 


Principles Governing Combined Billing 


The underlying principles which bear on this question may be noted in de- 
cisions on rates applicable under various circumstances. The rule was once 
stated by the Washington commission that each individual customer or loca- 
tion constitutes a separate and distinct unit in computing the charge to be 
assessed for electric energy and each separate dwelling or business establish- 
ment is, therefore, a separate and distinct customer (20 PUR NS 456). The 
Wisconsin commission decided that premises owned or controlled by one per- 
son, firm, corporation, or association, should be metered separately where they 
are not contiguous (53 PUR NS 212). 

But the Wisconsin commission also expressed the opinion that it would be 
both discriminatory and unreasonable to apply without appropriate modifica- 
tions the identical residential rate that is designed for single-family residences 
to multiple dwelling buildings, such as apartment houses, on a single meter. 
The commission approved a rate schedule provision that where a number of 
summer cottages are located on the same premises and all owned by the same 
party, the customer may obtain service for the entire group through one meter 
(9 PUR NS 517). 

Two corporations organized for the purpose of operating two coal mines 
and operating the businesses separately, but having the same officers and 
stockholders, were considered by the Kentucky court of appeals to be separate 
customers of an electric company within rules requiring that each customer 
have a separate meter (93 PUR NS 388). A Pennsylvania court decided that 
persons owning and operating an apartment development through the medium 
of a Massachusetts trust were not entitled to purchase electric service under 
a wholesale rate even though bills were sent to and paid by the trustee rather 
than the individual tenants of the apartments, and though the quantity of con- 
sumption met the requirements of the wholesale tariff (32 PUR NS 294). 

But in a case before a Pennsylvania court it was ruled that an apartment 
development of 186 apartments in a group of eleven buildings was properly 
classified as a “commercial” customer within the meaning of a water company’s 
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tariff. Therefore, it was entitled to single-point water service. The develop- 
ment itself was a consumer which purchased the water and there was uniform 
use of the property for apartment dwellings with uniform leases in which all 
utility services were covered by the rent (79 PUR NS 177). 

An electric customer operating tourist cabins, according to the Colorado 
commission, should not be required to have each individual rental cabin metered 
by the utility with the result that there would be a minimum charge for each 
cabin so metered, if the customer elected to take service under one master 
meter under the proper rate, paid his bills, and abided by all rules and regula- 
tions, including the rule prohibiting the resale of electricity under residential 
and business rates (87 PUR NS 462). 

The Mississippi supreme court, however, held that a minimum charge fixed 
by a municipal ordinance which provided that a water company might make 
such a charge to “each consumer” applied to each householder or family unit. 
The utility was under no obligation to furnish service to one consumer at 
one minimum charge where the consumer had constructed a number of tenant 
houses on his property (98 PUR NS 241). 

The Alabama commission decided that electric service to a main residence 
and to rented rooms in buildings separate from the main residence, serviced 
under the supervision and control of the resident consumer, and located on 
single premises, could not be combined under a residential rate schedule which 
stated that “service to more than one residence or apartment shall not be 
combined” (32 PUR NS 85). 

The California commission ruled that a secondary structure on a water 
customer’s premises could not be classified as an additional residence within 
the meaning of a rate schedule if the addition of that structure was not ac- 
companied by an extension of the customer’s existing piped water facilities 
to that structure (79 PUR NS 329). 





Review of Current Cases 


FPC May Exercise Discretion As to Grant of 
Gas Certificate of Limited Duration 


line company only for the duration of a 
contract between the parties. 


HE Federal Power Commission has 
authority to grant a certificate of lim- 
ited duration under the Natural Gas Act, 
but it may refuse to issue such a limited 
certificate even upon a showing by an ap- 
plicant of ability to perform and public 


Abandonment Provision 


Although the commission found, upon 
consideration of the application, that the 


need for the proposed service. So ruled 
a United States court of appeals upon re- 
view of a commission order denying Sun- 
ray Mid-Continent Oil Company a tem- 
porary certificate to furnish gas to a pipe- 
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company was in fact able and willing to 
perform the service proposed, and that the 
service met the requirements of public con- 
venience and necessity, it was of the opin- 
ion that it did not have the power to issue 
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a certificate conditioned to expire at the 
end of a specified time. The commission 
cited § 7(b) of the Natural Gas Act, which 
provides that no natural gas company shall 
abandon any facilities or service without 
prior approval by the commission after 
hearing and a finding that the gas supply 
is depleted or that public convenience per- 
mits abandonment. This provision, said 
the commission, limits the power to issue 
certificates under §§ 7(c) and 7(e). 

Section 7(b), said the court, is clearly 
not intended to be a restriction upon the 
certification powers granted in §§ 7(c) 
and 7(e). It is a recognition by Congress 
of the necessity for the commission to con- 
trol the cessation of service of natural gas 
companies in order to assure continuity of 
service to the consuming public. The three 
sections are to be read together. Section 
7(e) affirmatively empowers the commis- 
sion to impose conditions along with the 
grant of a certificate. This provision should 
be liberally construed. 


& 


Conditions May Be Withheld 


Just as the commission has authority 
to impose conditions upon the issuance of 
a certificate, so, too, it has authority to 
refuse to impose conditions. The responsi- 
bility of the commission to protect the 
ultimate consumer would be defeated if 
the natural gas companies could set, at 
the initiation of their public service, the 
date at which they would withdraw that 
service. The commission cannot be bound 
by limitations contained in applications. 

The burden is upon the applicant to 
show the reasonableness of a request for 
a conditional certificate. The applicant 
offered as its only ground the existence of 
a contract with the pipeline company pro- 
viding for termination of sales of gas at 
a particular time. The existence of such 
a contract, the court declared, cannot op- 
erate as a restriction on the commission’s 
powers. Sunray Mid-Continent Oil Co. v. 
Federal Power Commission, Nos. 5279, 
5280, 5380, October 29, 1956. 


Mere “Obligation” Held No Basis for Judicial 
Review of FPC Licensing Order 


i jen United States court of appeals dis- 
missed, as premature, a power com- 
pany’s petition for review of Federal Pow- 
er Commission orders licensing a new 
project and requiring applications for li- 
censes for five existing projects. The com- 
mission had issued the two orders on the 
jurisdictional basis that the project would 
be located in United States’ navigable wa- 
ters, that it would occupy United States’ 
lands, and that it would utilize surplus wa- 
ter from a government dam. 


Interpretation of Order 
The company had urged that the as- 
sertion of jurisdiction on the basis of a 
claimed use of surplus water imposed upon 
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it the obligations of § 10(e) of the Fed- 
eral Power Act, and contended that one 
of these obligations was payment for the 
use of surplus water. The court did not 
agree with the company’s interpretation 
that the order permitted separate charges 
for both use of a government dam and 
use of surplus water. 

The commission had at no time claimed 
that surplus water was “other property” 
of the United States, within the meaning 
of § 10(e), for which a charge could be 
imposed. The only “obligation” imposed 
upon the company was to pay for use of 
a government dam after twenty years if 
the present charge became unreasonable, 
and then only if the commission prepared 
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an adequate record showing what surplus 
water was, how much was being used, and 
what charge was to be imposed. 

Nothing in the commission’s opinion or 
finding would serve as a basis for a present 
or imminent charge for the use of surplus 
water, said the court, nor as a basis for 
the other prospective agency actions in 
which the company contended the commis- 
sion’s “surplus water” theory might be de- 
terminative. The company, said the court, 
need fear no consequence based on its 
alleged use of surplus water until the na- 
ture of whatever action the commission 
intended was specified and an adequate rec- 
ord presented to support such action. 


Realities of Situation Decisive 


What was decisive in determining a 
justiciable controversy subject to review 
was not the form of the commission order, 
but rather the realities of the situation 
which the order created for the complain- 
ant. In all cases held reviewable, some- 
thing was happening to the complainant. 
Either someone was doing something to 
him or he was placed under an obligation 
to do something. 

The company had contended that simply 
being placed under an obligation was suf- 
ficient. But an obligation that did not re- 
quire anything to be done, held the court, 
was surely not entitled to review. Here, 
there was not merely the lack of any order 
to pay something; there was, in fact, an 


order to pay nothing until the commission 
decided otherwise. Such a formal distinc- 
tion did not provide a circumstance that 
added to injury or threat of injury. Al- 
though the commission might decide to 
impose a charge in twenty years if the 
present charge became unreasonable, the 
contingency had not yet occurred. 

Any justiciable controversy that might 
arise in the future could be dealt with 
then. The company could then contest in 
the courts the commission’s ruling as to 
the nature and amount of such charges, 
as well as the jurisdictional basis on which 
the commission asserted the right to do so; 
t.e., that the company used surplus water 
from a government dam. 


Effect of Lapse of Time 


The mere passage of time between the 
old and new orders would not estop or 
preclude judicial review at a later date, 
since no administrative body had authority 
to contract with a regulated corporation 
in a manner contrary to the statute, nor 
in a way which did not give effect to the 
intent of Congress. The regulated corpo- 
ration, by accepting any invalid condition 
imposed by a regulatory authority did not 
thereby waive the right to rely on the 
statute, and the right later to denounce 
the provision which contravened it. Calt- 
fornia Oregon Power Co. v. Federal Pow- 
er Commission, Nos. 12,235, 12,236, Oc- 
tober 25, 1956. 


Rate Reduction Order Overturned as Affording 
Less Than Established Return 


preme court holding in the Gulf States 
Company Case, 62 So2d 250. 


HE recent order of the Louisiana com- 
mission (14 PUR3d 146) substan- 
tially reducing Southern Bell Telephone 
& Telegraph Company’s rates was set 
aside as confiscatory by a state court. The 
decision followed a 1953 Louisiana su- 
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Cost-of-capital Approach 


In a show-cause proceeding the com- 
mission, in June, 1956, found that the 
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21.3 per cent debt ratio of Southern Bell, 
which is a wholly owned subsidiary, was 
uneconomical and imprudent. The capital- 
ization was reconstructed with a 45 per 
cent debt ratio for the purpose of deter- 
mining reasonable rates to be applied in 
the state. 

Under this cost-of-capital approach, it 
was found in that proceeding that the com- 
pany’s rates in Louisiana were excessive. 
Intrastate toll rates were ordered to be re- 
duced by 20 per cent and pay station rates 
cut from 10 cents to 5 cents. The resultant 
rate of return for the company was calcu- 
lated at 5.2 per cent, giving effect to tax 
savings from consolidated returns. The 
commission announced its intention of ap- 
plying the cost-of-capital method to all 
utilities within its jurisdiction so as to ob- 
viate a charge of discrimination. 


Established Return Controlling 


In the Gulf States Case an electric com- 
pany was refused a rate increase by the 
commission upon a finding that the 5 per 
cent rate of return then enjoyed by the 
company was adequate and reasonable. 
The state supreme court overturned the 
commission’s action, pointing out that the 
commission had determined in a 1946 pro- 
ceeding that 6 per cent was a fair rate 
of return. The court said: “Hence, if 6 
per cent is and has been considered by the 
commission to be a just and equitable rate 
of return, it would seem that refusal to 
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grant an applicant a rate increase which 
would enable it to earn 6 per cent would 
be inequitable and unjust in the absence 
of exceptional circumstances.” 

This decision was held to be binding in 
the instant Southern Bell proceeding, so 
that the commission could not lawfully 
adopt a method of computing a rate of 
return which would result in giving the 
utility less than the return on investment 
announced in the Gulf States Case. A 
smaller return would be arbitrary and con- 
fiscatory. By the Gulf States decision, the 
court declared, there is implicit in the com- 
mission’s constitutional power to fix rea- 
sonable rates a limitation that where rates 
have been established over a period of time, 
giving a utility a certain gross return on 
its property based on the prudent invest- 
ment theory, it must be allowed rates which 
will continue to provide the established 
return. 

It is noteworthy that the trial judge, 
although bound in this case by the supreme 
court decision, appeared to be in sympathy 
with the view that the constitutional pro- 
vision vested in the commission’s discre- 
tion to determine reasonable rates, and 
that when that agency had concluded that a 
return in excess of 5 per cent was reason- 
able, its determination should not be set 
aside by the courts as arbitrary or con- 
fiscatory. Southern Bell Teleph. & Teleg. 
Co. v. Louisiana Pub. Service Commis- 
sion, No. 57,275, October 19, 1956. 


FPC Orders Discriminatory Contract Power 
Rates Reduced 


|. om an investigation of the contract 

rate for electric energy sold by South 
Carolina Generating Company to Georgia 
Power Company, the Federal Power Com- 
mission ruled that the rate was discrimina- 
tory and ordered a reduced rate to be put 


into effect. South Carolina Generating 
serves three customers: the du Pont Com- 
pany which takes 30,000 kilowatts, Geor- 
gia Power Company which purchases one- 
half the output of two 75,000-kilowatt 
generators, and South Carolina Electric 
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& Gas Company, the parent of the gen- 
erating company, which takes the re- 
mainder of the output, including that of 
a 100,000-kilowatt generator. Construc- 
tion of the generating plant was financed 
at low cost with 90 per cent debt in order 
to meet the rate requirements of du Pont. 


Contract Rates 


The contract here in question provides 
for a 2-part rate consisting of an energy 
and a capacity charge. The energy charge 
was not disputed. The capacity charge 
was made up of a variable basic capacity 
charge of $15.30 per kilowatt and a fixed 
additional figure of $7.20 per kilowatt. 
The basic capacity charge was subject to 
automatic escalation for plant changes so 
that by 1956 the capacity charge to Geor- 
gia Power amounted to $25.31. 

In contrast to this arrangement, the gen- 
erating company contracted with its par- 
ent, Electric & Gas, for the sale of power 
at a capacity charge equal only to the basic 
capacity charge of $15.30 (escalated to 
$18.11 for 1956). Du Pont was charged 
$3.70 per kilowatt in addition to the basic 
capacity charge. Du Pont obtained service 
superior to that furnished to Georgia Pow- 
er, and the contract with Georgia Power 
contained an important cancellation pro- 
vision not found in either of the other 
contracts. Du Pont’s supply was guaran- 
teed by Electric & Gas, while in the event 
both of the 75,000-kilowatt units went out 
of operation Georgia Power would be en- 
titled to no energy at all. 

The fixed surcharge assessed against 
Georgia Power represented a value-of- 
service charge. It approximated one-half 
the difference between the basic capacity 
charge and the estimated cost of obtaining 
the same capacity from an alternative 
source. 


Cost-of-service Approach Adopted 
The Georgia commission, as intervener, 
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urged that all charges above the basic ca- 
pacity charge should be disallowed, so as 
to establish a uniform rate to Georgia 
Power over the entire 25-year term of the 
contract. This proposal was rejected on 
the ground that the rate should cover costs 
on a known plant investment. It was point- 
ed out that such a uniform rate would re- 
sult in a less than compensatory (and un- 
reasonably low) rate during the first por- 
tion of the term and a more than com- 
pensatory (and unreasonably high) rate 
during the remainder of the term. Fur- 
thermore, losses incurred because of un- 
duly low rates at one time should not be 
recovered in excessive rates in future pe- 
riods. The cost-of-service formula, said 
the commission, is the one best adapted to 
the determination of reasonable rates in 
the electric industry where all costs are 
known or clearly determinable. The value- 
of-service formula based upon arm’s- 
length bargaining could lead only to ap- 
proval of all contract rates irrespective of 
the public interest, contrary to the purpose 
of the Federal Power Act. The commis- 
sion observed that it was not prevented 
from regulating the rate for power merely 
because a rate had been fixed by contract. 
Under the Federal Power Act the com- 
mission is required to fix rates in the pub- 
lic interest, not in the interest of the sell- 
ing utility. 

The provisions relating to automatic 
escalation of the basic capacity charge for 
changes in plant investment and expenses 
were held to be unreasonable and in con- 
travention of the Federal Power Act and 
the commission’s regulations governing 
the filing of rate changes. Corresponding- 
ly, a contract provision denying the right 
to seek changes in the rate over the term 
of the contract was also unreasonable. 


Capital Cost and Rate of Return 


For the purposes of determining a rea- 
sonable return to the generating company, 
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the commission treated it as if it were not 
a separate entity. The capital structure of 
the parent system was used : 62.8 per cent 
debt, 9.4 per cent preferred equity, and 
27.8 per cent common equity. 

The actual cost of debt, said the com- 
mission, coupled with a return on equity 
commensurate with the ‘return to other 
utilities similarly situated, is a reasonable 
basis upon which to determine the rate of 
return. Thus, 3.46 per cent was allowed 
for cost of debt, 4.9 per cent for preferred 
stock, and 10.5 per cent for common. The 
rate of return was fixed at 5.55 per cent. 


Working Capital Allowance 


Much of the working capital allowance 
claimed by the generating company was 
disallowed. To the extent that income tax 


accruals are available, said the commis- 
sion, it is inequitable to require customers 
to pay a return on working capital. The 
income tax allowance should be based upon 
the actual interest deduction and deprecia- 
tion rate since that is the basis upon which 
the company will pay its taxes. 

A claim for working capital to cover 
fuel purchases was also disallowed because 
receipts from sales were received before 
fuel charges had to be paid. Six per cent 
was allowed for equity funds used in con- 
struction work. The commission indicated 
that higher percentages arrived at by capi- 
talizing profits on investment before com- 
mercial operation of new plant has begun 
should not be allowed. Re South Carolina 
Generating Co. Opinion No. 297, Docket 
No. E-6585, October 24, 1956. 


Mortgage Bonds Approved Despite High Debt Ratio 


HE Wisconsin commission authorized 

a gas company to issue $800,000 prin- 
cipal amount of first mortgage bonds to 
secure funds to finance its construction 
program or to pay and retire temporary 
short-term debt incurred in connection 
with such program. Although it would 
increase the company’s debt ratio from 
36.9 per cent to 49.8 per cent, the commis- 
sion believed that this condition should cor- 
rect itself in the near future through op- 
eration of a 3 per cent sinking fund ap- 
plicable to the entire bond issue and the 
serial maturities on the debentures at the 


rate of approximately 3.4 per cent per year. 
Furthermore, evidence indicated a satis- 
factory coverage of the fixed charges on 
the entire debt securities. 

The proposed bonds were to be dated 
October 1, 1956, and to mature October 1, 
1981. 

They would bear interest at the rate 
of 44 per cent per year, payable semi- 
annually. The trust indenture would in- 
clude a cash dividend restriction on the 
earned surplus of the company as of a 
specified date. Re Wisconsin Southern 
Gas Co., Inc. 2-SB-661, October 1, 1956. 


SEC Views on Effect of Generating Plant Construction 
Outside Holding Company System Area 


bes Securities and Exchange Commis- 
sion has stated its views on the effect 
of the construction of an electric generat- 
ing plant and related transmission facili- 


ties by a subsidiary of the American Gas 
& Electric Company in an area beyond 
the prescribed limits of the holding com- 
pany system. It refused, however, to in- 
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stitute an investigation, as requested by 
Public Service Company of Indiana, after 
concluding that the construction would not 
necessarily constitute an expansion of the 
integrated holding company system be- 
yond the limits previously found permissi- 
ble by the commission. 

The president of American Gas & Elec- 
tric Company, who is also president of the 
subsidiary, Indiana & Michigan Electric 
Company, advised the commission that the 
plant and transmission facilities “have as 
their purpose the supplying of electric pow- 
er requirements to take care of load 
growth in the area now served by I&M 
and neither I&M nor the AG&E system 
has any intention of using such facilities 
to provide electric service in any other 
territory than that presently being served 
by our system.” 

The commission said that while one of 
the policies of the Holding Company Act 
is to further the effective regulation by the 
states of public utility companies which 
are members of a holding company system, 
the Congress has entrusted solely to it the 
determination of whether or not a holding 
company system conforms to the standards 
of § 11(b) of the Holding Company Act. 
There is no statutory requirement that all 
generation and transmission facilities of 
an integrated utility system must neces- 
sarily be entirely within its service area. 
In fact, the commission said, it has so 
held in previous cases. 


In many instances, electric utility sys- 
tems have gone outside their service areas 
to construct generating stations under cir- 
cumstances where an adequate supply of 
water for condensing purposes was not 
available within the systems’ service areas, 
or where it was more economical to trans- 
port the electric energy generated by such 
stations to the service areas of the systems 
rather than to transport coal or other fuel 
to locations within the areas. 

The holding company has assured the 
Securities and Exchange Commission that 
the location of the proposed station was 
chosen solely for these reasons. 

The commission observed that if, in the 
future, the subsidiary or any other sub- 
sidiaries of American Gas & Electric com- 
menced to render electric service to cus- 
tomers within the area now served by 
Public Service Company of Indiana, the 
complaining company, or otherwise be- 
yond the area now served by the holding 
company system, it would be free on its 
own initiative to institute an appropriate 
proceeding to determine whether the ex- 
tension of the service area would be be- 
yond the permitted limits. It said that the 
present determination not to institute an 
investigation should not in any way be 
deemed to be binding or decisive in re- 
spect of any issues that may properly arise 
in any proceeding under the act. Re Pub- 
lic Service Co. of Indiana, File No. 4-87, 
Release No. 13292, October 26, 1956. 


Holding Company Authorized to Sell Employees 
Life Insurance Subsidiary 


asa PusLic UTILITIES CORPORA- 
TION, a holding company, has been 
authorized by the Securities and Exchange 
Commission to sell a subsidiary company 
engaged in servicing employees’ group life 
and ordinary life insurance policies issued 
under the holding company system’s life 
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insurance plan. In addition to servicing 
such policies for employees of the existing 
holding company system, the subsidiary 
has continued to service policies for em- 
ployees of companies which were former- 
ly, but are no longer, part of the system. 

Several years ago, the holding company 
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was ordered to dispose of that part of the 
business relating to insurance for employ- 
ees of those companies which were no 
longer part of the system. Having con- 
cluded that it would not be economically or 
administratively feasible to attempt to re- 
duce the scope of the subsidiary’s activi- 
ties to the servicing of employee policies 
of the present holding company system, 
the holding company proposed to divest 
itself of its entire interest in the company. 
The commission decided that the sale was 
in the public interest and in the interest 
of investors and consumers. 

At the same time, the holding company 
was authorized to reacquire from the life 


insurance company a subsidiary employ- 
ees’ pension company. Apart from certain 
nominal administrative functions in re- 
spect of the pension trust, which was in 
the process of liquidation, this company 
was inactive and had no income or ex- 
penses. In the commission’s earlier divest- 
ment order, the holding company had been 
permitted to retain its interest in this sub- 
sidiary pending the latter’s liquidation. 
Accordingly, the commission has allowed 
it to acquire or to hold this company as a 
direct subsidiary pending its liquidation. 
Re Employees Welfare Asso., Inc. File No. 
70-3520, Release No. 13288, October 19, 
1956. 


Rate Not to Nullify Inherent Advantage of Carrier 


. bw Interstate Commerce Commission 
is not authorized to nullify inherent 
advantages of one transportation agency 
over another by adding extra amounts to 
the rates of carriers enjoying such advan- 
tages, said a federal district court in a 
proceeding by a motor carrier to set aside 
a commission order. The order denied the 
motor carrier permission to reduce its rate 
on a specific commodity to the level of the 
rail rate. 

The commission found that rail service 
on the particular traffic was of less value 
to the shipper than the motor carrier serv- 
ice, and that if rail carriers were to share 
in the traffic, their rate would have to be 


somewhat lower than the motor rate. The 
commission thought a truck rate 2 per cent 
higher than the rail rate would allow the 
motor carrier to maintain its fair share 
of the traffic. It held that the rail rate, 
while reasonable as such, would be unjust 
and unreasonable if applied by the motor 
carrier. 

The court could find no evidence to sup- 
port the commission’s conclusions. On the 
contrary, it ruled that the rail rate was 
reasonable for truck service and set aside 
the commission order as unlawful and in- 
consistent with the national transportation 
policy. Malone Freight Lines, Inc. v. 
United States et al. 143 F Supp 913. 


Witness Fee in Holding Company Reorganization 
Case Approved 


HE Securities and Exchange Commis- 
sion has approved a fee to be paid 
by Standard Gas & Electric Company to 
Judge James P. McGranery for services 
as an expert witness in connection with 
the holding company’s reorganization. On 


January 11, 1956, the commission had dis- 
approved a fee of $10,000 for his serv- 
ices (12 PUR3d 69). Subsequently the 
United States district court held that while 
the commission had jurisdiction over the 
fee allowance, the record was inadequate 
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to sustain its findings (140 F Supp 468). 
It remanded the matter to the commis- 
sion for further action. 

Judge McGranery is a former United 
States district court judge, and former 
Attorney General of the United States. He 
was employed by the holding company to 
testify as to the reasonableness of fees de- 
manded by a law firm, Guggenheimer & 
Untermyer, for services rendered on be- 
half of the holding company’s stockhold- 
ers in the reorganization case. The at- 
torney’s fee claim was settled about one 
week after Judge McGranery had been 
employed. This obviated the necessity of 
his testifying. Nevertheless he billed the 
holding company for a $10,000 fee. 

He testified that between Tuesday, No- 
vember 23, 1954, when he was engaged 
by the holding company, and Wednesday, 
December 1, 1954, when his services end- 
ed, he had devoted practically all of his 
available time to reading the law firm’s fee 


= 


application and testimony, and prepared 
himself to testify. Although he had kept 
no record of the amount of time which 
he actually devoted to this work, he said 
that he had spent nights, Thanksgiving 
Day, and the entire week end on the mat- 
cer. 

During the course of this rehearing, an 
agreement was reached, subject to com- 
mission approval, that the holding com- 
pany would pay Judge McGranery, and 
he would accept, $4,000. The commission 
believed that he had devoted himself con- 
scientiously in a matter of considerable im- 
portance to the holding company. It con- 
cluded that in view of his impressive back- 
ground and experience, the work which 
he did under a tight time schedule, and 
the agreement between him and the hold- 
ing company, the fee was reasonable and 
should be approved. Re Standard Gas & 
E. Co. File No. 54-191, Release No. 13283, 
October 15, 1956. 


“Use” Held Test of Need in Bus Service Discontinuance 


HE New Jersey commission’s denial 

of a railroad and subsidiary’s request 
for permission to discontinue substitute 
bus service between certain points was re- 
versed by the superior court, which held 
that the evidence presented a clearly meri- 
torious case for discontinuance. The test 
of need, said the court, is the test of use. 
Only five commuters regularly used the 
bus. 

There had been no evidence that any 
intrastate passengers either needed or used 
the service. 

The use by only five commuters did not 
spell out public convenience or necessity, 
particularly where there was proof of an 
alternate and satisfactory method of trans- 
portation, even though the latter service 
would cost the individual passengers some- 
what more. 
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Major Factors Considered 


The cost of providing the service, the 
use made by the public, and the availa- 
bility and adequacy of other transporta- 
tion facilities were cited by the court as the 
three major factors to be considered in 
passing upon a discontinuance question. 
The factor of public need of the services 
rendered was the predominant and con- 
trolling element. Such convenience and 
necessity were not to be gauged by the par- 
ticular persons who might be benefited at 
a particular locality but meant the public 
generally. 

The commission had gone no further 
in its decision than to find a “nominal” 
continuing demand for the existing con- 
necting bus service. It hardly seemed nec- 
essary to cite to the commission the dic- 
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tionary definition of “nominal,” said the 
court, as meaning “small, slight, or the 
like in comparison with what might prop- 
erly be expected.” Although the mere fact 
that the operation of a particular service 
resulted in a pecuniary loss to the railroad 
did not of itself establish a right to dis- 
continuance, the evidence showed that pub- 
lic convenience and necessity no longer re- 
quired continued operation. 


Out-of-pocket Loss 


In the court’s judgment, the commis- 
sion’s third finding, that the present out- 
of-pocket losses in operating the existing 
bus service were not disproportionate to 
the losses that might have been anticipated 
upon inauguration of the service, was ir- 
relevant. Counsel for the commission had 
voluntarily conceded that this was not a 
good reason, and had suggested that the 
case be remanded to determine whether 
the deficit suffered by the carrier in op- 
erating the connecting buses had any ef- 
fect upon a determination of public con- 
venience and necessity. 


The court pointed out that a comparison 
of losses suffered then and now was not 
the determinant, although current operat- 
ing losses were a circumstance to be taken 
into consideration along with the extent 


of the impairment of public need and con- 


venience. 


Interstate Passengers’ Needs 


The commission had not improperly con- 
sidered the needs of interstate passengers 
in reaching its decision on public con- 
venience and necessity, held the court. The 
bus route was wholly intrastate, and the 
fact that passengers were bound for New 
York city from points in New Jersey did 
not deprive the state of regulatory au- 
thority. The rule of territorial limitation 
was not so sweeping that a state could not 
regulate the intrastate operations. The re- 
ception of the interstate passengers’ testi- 
mony could not logically be viewed as an 
indirect method of increasing the com- 
mission’s jurisdiction to include regulation 
of interstate commerce. Re Central R. Co. 
of New Jersey, 125 A2d 415. 





Other Recent Rulings 


Extended Area Telephone Service. The 
North Carolina commission authorized a 
telephone company to provide extended 
area service between certain exchanges 
and to increase rates for business and resi- 
dential main stations and PBX trunks in 
an amount sufficient to offset the resultant 
loss in toll revenues. Re United Teleph. 
Co. Docket No. P-9, Sub 26, September 
10, 1956. 


Contract Approval or Modification. The 
California commission held that it was not 
exercising powers in excess of its juris- 
diction if it insisted that a water company 


seek and secure prior authorization for, 
or modification of, a contract entered into 
between the company and a prospective 
customer or land developer which con- 
templated extension of service outside the 
area within which the utility might have 
claimed to have circumscribed its service. 
Sawyer v. California Water & Teleph. 
Co. Decision No. 53661, Case Nos. 5596, 
5606, August 29, 1956. 


Power of Municipalities. The Idaho 
supreme court held that a statute trans- 
ferring to the commission such powers 
as municipalities may have had to control 
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and regulate public utilities did not dimin- 
ish or transfer any of the powers and 
duties of the municipality to control and 
maintain streets and alleys, and in the 
exercise of such powers and duties, the 
municipality could deny the use of streets 
and alleys to a public utility or could im- 
pose reasonable regulations thereon when 
necessary to the use of the streets and 
allevs by the public in the usual manner. 
Village of Lapwai v. Alligier, 299 P2d 
475, 


Sale of Toll Lines. The North Caro- 
lina commission authorized a telephone 
company to sell certain toll lines to an- 
other telephone company where, in the 
public interest, the purchaser could more 
feasibly and economically service and 
maintain the lines and could more fully 
utilize the toll-line mileage in its over-all 
service operations. Re Southern Bell 
Teleph. & Teleg. Co. Docket Nos. P-55, 
P-58, Sub 166, 22, September 12, 1956. 


Service Area Overlapping. The North 
Carolina commission pointed out that, 
although it was not its desire to deprive 
any citizens of the telephone service which 
best suited his interest and at the lowest 
rate possible, it would not require two 
companies to parallel and overlap service 
in an area since, to do so, would require 
the same service to be made available to 
any other group under similar circum- 
stances and would result in duplicated in- 
vestments by the serving companies and 
additional burdens upon all ratepayers. Re 
King et al. Docket No. P-55, Sub 158, 
October 1, 1956. 


Telegraph Rate of Return. Western 
Union Telegraph Company obtained the 
Alabama commission’s approval of a pro- 
posed rate increase upon a showing that 
the company’s existing rate of return, in 
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consequence of rising labor costs, was 
only one-third of one per cent, and that 
the proposed rates would afford a rate 
of return of only 3.7 per cent. Re Western 
U. Teleg. Co. Docket 14236, October 8, 
1956. 


Specific Performance of Contract. The 
New Jersey commission held that it did 
not have the power to compel specific per- 
formance of a contract even when the con- 
tract was between two public utilities. 
Board of Chosen Freeholders of Middle- 
sex County v. Pennsylvania R. Co. Docket 
No. 9049, July 25, 1956. 


Trucking Service Certificate. The 
Arkansas supreme court upheld a certifi- 
cate granted by the commission to trans- 
port lumber, plaswood, and treated tim- 
ber by motor vehicle over designated 
routes within the state where the evidence 
showed a public need for the proposed 
trucking service in the area. Hoskins et al. 
v. Melton (Melton Truck Line) 289 
SW2d 884. 


Regulation of Railroad Service. The 
Massachusetts commission, when regulat- 
ing a railroad’s service and equipment, 
must consider the financial ability of the 
carrier to respond to its order. Re New 
York, N. H. & H. R. Co. DPU 11637, 
August 8, 1956. 


Contract to Limit Liability. The New 
York city court held that an interstate 
carrier was not entitled to contract for 
limitation of liability on shipments with- 
out having filed with the Interstate Com- 
merce Commission a tariff containing 
rates dependent upon released value. 
Kaplan v. Jacobowitz, 152 NYS2d 751. 


Erroneous Refund Suit. A Texas court 
of appeals ruled that a suit by a railroad 
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to recover an erroneous refund of freight 
charges was not a suit for money had and 
received but a suit for freight charges, 
within the meaning of the federal Trans- 
portation Act prescribing a time limita- 
tion on such suits, but on rehearing the 
court held that the act did not apply to a 
claim for an erroneous refund of intra- 
state freight charges, or to a claim for 
interest paid on the refunded money. 
Thompson v. Milwhite Co. 292 SW2d 
148. 


Materials Not Structures. The Wiscon- 
sin commission held that it was without 
jurisdiction to grant an exemption under 
the railroad track vertical clearance law 
for piles of loose material, the composi- 
tion and location of which were subject 
to constant change from day to day, since 
such piles were not, in the ordinary con- 
notation of the words, structures or in- 
stallations. Re Paley Bros. Co. 2-R-3085, 
September 17, 1956. 


Public Need for Agency Service. The 
Missouri commission held that an open 
agency railroad station should be con- 
tinued even though operating at a loss 
where there was a public need for the 
service, adding that if there was no pub- 
lic need or the needs of the community 
could be satisfied in some other manner, 
the station should be closed even though 
a profit was shown. Re Missouri P. R. Co. 
Case No. 13,368, September 27, 1956. 


Telephone Company Return. A return 
of 6.5 per cent on a small telephone com- 
pany’s net present book value rate base 
was considered reasonable by the Wiscon- 
sin commission. Re Waunakee Teleph. 
Co. 2-U-4667, October 4, 1956. 


Water Rate of Return. The California 
commission authorized a water company 


to increase rates sufficiently to provide a 
rate of return of 6 per cent where sub- 
stantial construction expenditures and in- 
flationary costs had depressed the com- 
pany’s current rate of return to 3.6 per 
cent. Re California Water Service Co. 
Decision No. 53834, Application No. 
37285, October 1, 1956. 


Steam Heating Rate of Return. A rate 
of return of 6.26 per cent was allowed 
by the Missouri commission for steam- 
heating service on an average net invest- 
ment rate base which excluded allowances 
for minimum bank balances and working 
capital, the latter being fully covered by 
accrued taxes. Re Union Electric Co. of 
St. Louis, Case No. 13,430, October 19, 
1956. 


Water Rate of Return. The Wisconsin 
commission authorized a water utility to 
increase rates sufficiently to produce a rate 
of return of 54 per cent on a net book 
value rate base. Re Village of Wonewoc, 
2-U-4645, September 26, 1956. 


Preferred Stock Issue. The Illinois 
commission authorized Commonwealth 
Edison to issue 400,000 shares of its 4.64 
per cent cumulative preferred stock at par 
value of $100 to finance improvements and 
acquisition of property, the proposed is- 
sue being in line with the company’s debt 
and common equity structure. Re Com- 
monwealth Edison Co. No. 43620, Octo- 
ber 16, 1956. 


Service Extension Not Proper Remedy. 
An application by telephone subscribers 
dissatisfied with service for extension of 
service by another company was dismissed 
by the Wisconsin commission, which 
pointed out that the proper remedy for 
the aggrieved subscribers was to file a 
complaint with the commission. Mengel 
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Co. et al. v. Wisconsin Teleph. Co. 2-U- 
4425, October 19, 1956. 


Uniform Commutation Fares. The 
Connecticut commission, in authorizing a 
railroad to increase intrastate commuta- 
tion fares, would not increase the fares in 
excess of those authorized by the New 
York commission or the Interstate Com- 
merce Commission lest unwarranted dis- 
crimination against patrons of the com- 
pany’s commuter service within Connecti- 
cut result. Re New York, N. H. & H. R. 
Co. Docket No. 9378, October 16, 1956. 


Proper Party in Injunction Suit. The 
United States district court held that a 
railroad’s complaint, seeking to enjoin 
establishment of “piggyback” service 
from railroad terminals between two 
cities, was not subject to dismissal merely 
because the purpose of the service was to 
compete with the motor haulage industry 


and not to compete with the plaintiff. 
Long Island R. Co. v. Delaware, L. & 
W. R. Co. 143 F Supp 363. 


Motor Carrier Permit Extended. The 
Washington commission granted a com- 
mon motor carrier’s request for extension 
of its permit to include the transportation 
of household goods (local cartage) in a 
certain city where the extension was in 
the interest of the shipping public and 
would not impair the stability or depend- 
ability of existing service or the total serv- 
ice essential to the public requirements, 
nor result in unreasonable congestion of 
the highways. Re Bekins Moving & 
Storage Co. Order M. V. No. 65759, 
October 5, 1956. 


“Intermediate-point’ Rule, The United 
States district court held that a “route” 
for “intermediate-point” railroad freight 


rate purposes was subject to the limitation 
that it could not be unreasonable, and 
whether such rate was unreasonable de- 
pended upon the extent and direction of 
circuity, and commercial usage of “route.” 
United States v. Interstate Commerce 
Commission et al. 142 F Supp 741. 


Competition Unreasonable. The New 
Mexico supreme court held that the com- 
mission’s action in issuing a certificate of 
convenience and necessity to a second bus 
company was unlawful and unreasonable 
where the second company operated buses 
over the same routes and with approxi- 
mately the same arrival and departure 
times and there was not enough passen- 
ger traffic to support two competing com- 
panies. Transcontinental Bus System, Inc. 
v. New Mexico State Corporation Com- 
mission, 300 P2d 948. 


Competition for Water Contracts. The 
California commission held that uncon- 
trolled competition among public utilities 
for subdivision contracts for water system 
installations, and the resultant variety of 
installations, services, and rates, were 
contrary to the public interest, Re Pacific 
Water Co. Decision No. 53862, Applica- 
tion No. 36592, October 1, 1956. 


Intervention of Party in Interest. The 
United States court of appeals held that 
the Federal Communications Commission 
could not deny intervention by an inter- 
ested party, in a proceeding for a permit 
to construct a radio station, merely be- 
cause the commission thought that his 
participation would not aid the decisional 
process since, once the commission had 
determined that he was a party in interest, 
its discretion was exhausted. Elm City 
Broadcasting Corp. v. United States, 235 
F2d 811. 
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riginal or similar...which do you prefer? 


“Imitation is the most sincere form of flattery!” When Delta-Star introduced the new 
isolated phase bus with telescoping covers, its time-and-money- saving value was 
immediately recognized by utility engineers and by the fact that similar buses were 
soon introduced in the market. 


Delta-Star’s original telescoping-cover bus is quick, easy, and economical to install. 
Covers are an integral part of the enclosure—no bolts needed, no covers to lift, and 


no longitudinal gaskets to install. 

Quick access reduces bus inspection and maintenance time. Easily operated clamping 
rings lock and seal enclosure against dust and moisture. 

Similarities help prove the exceptional value of the original. 


If you are not fully acquainted with the exclusive features and advantages of Delta- 
Star “originals,” check with your nearby Delta-Star representative soon. 


DELTA-STAR ELECTRIC DIVISION 
HIKP H. K. PORTER COMPANY, INC. 


2437 Fulton Street » Chicago 12, Illinois - District offices in principal cities 
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Industrial Progress 


June, 1956. The rate for 1954-55 was 
84 


Nklahoma Natural Gas Plans 
$51,000,000 Expansion 


31,000,000 expansion program by 
homa Natural Gas Company dur- 
the next five years in Oklahoma 
s announced by H. A. Eddins, 
ident. 
fr. kddins said a major portion 
the $51,000,000 will be spent to 
mect new customers to the distribu- 
system and to improve service. 
also indicated a large outlay for 
“aggressive search” for new re- 
es of gas and for research aimed 
developing new uses for natural 
and improving equipment. 
he company now has 347,000 cus- 
ers served by more than 7,000 
es of transmission and distribution 
rs ranging up to 26 inches in 
meter. 
Ir. I:ddins said one of the proj- 
s, to be started immediately, in- 
ves an expenditure of $350,000 to 
struct 16 miles of 8-inch pipeline 
new gas supplies in the 
lield to the Clinton system in 
stern Oklahoma. 


as Industry Companies Make 
14 Per Cent Gain in Safety 

S industry companies reduced 
ir motor transportation accident 
cent during the past year, 
ican Gas Association §re- 


the industry in the 25th annual 
tonal !‘leet Safety Contest con- 
ted by the National Safety Coun- 
. This 14 per cent reduction was 
t of the best achievements in the 
’s truck division, which had an 

vate 26 per cent higher than 


tthe previous 12 months. 


An accident frequency rate of only 
Sper 100,000 miles of operation 


is credited to the gas industry con- 


lants with total operations of 291 
lion miles between July, 1955, and 
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The gas industry figure of 1.58 was 
exactly the same as the overall rate 
of the contest, which included more 
than 1,800 fleets whose 229,000 
vehicles operated 4,867,000,000 miles. 
The national average was 10 per cent 
higher than in 1954-55, principally 
due to the inclusion of new fleets with 
higher accident rates. 

Award winners in the Gas Indus- 
try Division competition sponsored 
by the American Gas Association 
were: 

Gas Utility (Very Large Group) 
—1, Columbia Gas System, Inc. 
(Pittsburgh Group); 2, Columbia 
Gas System, Inc. (Columbus 
Group) ; 3, Milwaukee Gas Light Co., 
Milwaukee, Wis. 

Gas Utility (Large Group)—l, 
Pioneer Natural Gas Co., Amarillo, 
Texas; 2, Kentucky West Virginia 
Gas Co., Ashland, Ky.; 3, Houston 
Natural Gas Co., Houston, Texas. 

Gas Utility (Medium Group)—1, 
Wisconsin Power and Light Co., 
Madison, Wis.; 2, Godfrey L. Cabot, 
Inc. Appalachian Division; 3, Gas 
Division—Water, Gas and Sewage 
Treatment Department, Duluth, 
Minn. 

Gas Utility (Small Group)—1, 
Concord Natural Gas Corp., Concord, 
N. H.; 2, Elizabeth & Suburban Gas 
Co., Elizabeth City, N. C.; 3, The 
River Gas Co., Marietta, Ohio. 

Gas Transmission System Group 
—l, Alabama-Tennessee Natural 
Gas Co., Florence, Ala. ; 2, Lone Star 
Gas Co., Transmission Division; 3, 
Southern Natural Gas Co., Birming- 
ham, Ala. 


Alfred iddles Elected New 
Atomic Industrial Forum 
President 


ALFRED IDDLES, president of the 
3abcock & Wilcox Company, has been 


elected president for the forthcoming 
year of the Atomic Industrial Forum, 
Inc., the Forum announced recently. 
Mr. Iddles succeeds Walker L. Cisler, 
president of the Detroit Edison Com- 
pany, who served as president of the 
Forum since that organization’s in- 
ception in April, 1953. 

The Forum is a non-profit mem- ° 
bership association consisting of 1600 
individuals and 510 electric utilities, 
manufacturing companies, research 
institutions, universities, and labor 
organizations engaged in the develop- 
ment and utilization of atomic energy 
for peaceful purposes. The Forum’s 
members are located, in the United 
States and 23 foreign countries. 

A charter member of the lorum, 
Mr. Iddles was one of seven signers 
of the organization’s articles of incor- 
poration. He has been a vice presi- 
dent and a member of the executive 
committee and board of directors 
since the Forum’s founding. He has 
been associated with Babcock & Wil- 
cox, one of the United States’ leading 
boiler and nuclear equipment manu- 
facturers, since 1937 and has been 
the company’s president since 1948. 

The Forum also announced the 
election of the following vice presi- 
dents for the forthcoming year: 

Gordon Dean, senior vice president 
of the General Dynamics Corp. and 
former chairman of the U. S. Atomic 
Energy Commission. 

Francis K. McCune, vice president 
of the General Electric Company and 
general manager of GE’s atomic 
products division. 

Vice Admiral Earle W. Mills 
(USN, Ret.), president of the Foster 
Wheeler Corp. 

Other officers re-elected for the 
forthcoming year are Charles Rob- 
bins, executive manager; Oliver 
Townsend, secretary and assistant 
executive manager; and Russell G. 
Vernon, treasurer. 

(Continued on page 31) 

















TEN MILES OR A THOUSAND... 


Motorola Microwave puts complete 





operational control at your fingertips 


Cross-country or cross-town—Motorola Micro- 
wave can give you centralized control in one 
complete, privately-owned communication system 
that spans city streets, rivers, and mountains 
with ease. Multiply your present communication 
facilities with this work-horse that provides multi- 
channel facilities for transmitting and receiving 
orders and instructions by voice, printed messages 
and control signals. It will speed a thousand tasks 
a day, working ’round the clock to give you better 
control, improved coordination and increased effi- 
ciency ... all at a substantial savings in cost. 

With Motorola Microwave serving all types of 
applications (many of them in your industry) you 
get the benefit of extensive experience. In instal- 
lation after installation, operational records prove 
that Motorola Microwave performs better, lasts 
longer and costs less to maintain. 

Learn how Motorola Microwave can give you 
the complete communication system for central- 
ized control. Write, wire, or phone today. 

















VOICE 


Private line and party line—man- 
ual and dial telephone circuits— 
VHF mobile and base station 2-way 
radio... a// can be carried hun- 
dreds of miles, economically and 
privately, by Motorola Microwave. 


PRINTED MESSAGES 


Read a message, a chart or fac- 
simile a thousand miles away in 
seconds. Assemble necessary in- 
formation the fast, efficient way. 
Teleprinting, telemetering, tele 
graph, facsimile are at your cor 
mand with Microwave. 


CONTROL SIGNALS 


Read meters, turn valves, from an 
central location you want. With 
Motorola Microwave you can have 
supervisory control, remote co”- 
trol, and remote indication, Greate’ 
efficiency at less cost. 


MOTOROLA micROWAVE 


Motorola Communications & Electronics, Inc., 1400 N. Cicero Ave., Chicago 51, Ill., A subsidiary of Motorola, Inc. 



















mbia Gas, Commercial Sol- 
vents Study Joint Petro- 
chemical Project 


\LBE tT WOODS, president of 
merc al Solvents Corporation, 
Georze S. Young, president of 
Colu nbia Gas System, Inc., re- 
Hy announced an agreement be- 
n the two companies to proceed 
h engineering and economic 
ies cf a proposed joint project 
produ:e petrochemicals. 

e 4( to 50 million dollar project, 
ih would be located in the Ohio 
eyarea, has been under investiga- 

















INDUSTRIAL PROGRESS—(Continued) 


tion during recent months jointly by 
the two companies. Tentative plans 
call for the commencement of con- 
struction in early 1957 after neces- 
sary regulatory authorizations have 
been obtained. 

The long range plans for the proj- 
ect provide for the formation of a 
jointly owned company and recognize 
the possibility that the new company 
may ultimately be engaged in the en- 
tire field of ethylene and other hydro- 
carbon derivatives. 

The joint project is based on the 
utilization of hydrocarbons to be ex- 
tracted from the substantial reserves 


of natural gas owned or controlled by 
Columbia Gas in the Appalachian 
area and will draw upon the tech- 
nological and chemical marketing ex- 
perience of Commercial Solvents. 


B&W - Bailey Design Electronic 
Analyzer 


AN electronic system designed to 
analyze the operation of a giant steam 
generating unit in a few hours—a 
task ordinarily requiring weeks of 
work by a team of specialists—has 
been developed jointly by The Bab- 


(Continued on Page 32) 





























Dated November 1, 1956 


Price 101.257% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


-_ -_ 


BEAR, STEARNS & CO. 
HAYDEN, STONE & CO. 


This announdement is not an offer to sell or a solicitation of an offer to buy these securities. 


The offering is made only by the Prospectus. 


$50,000,000 


Public Service Electric and Gas Company 
First and Refunding Mortgage Bonds, 438% Series due 1986 


Due November 1, 1986 


HALSEY, STUART & CO. INC. 
COFFIN & BURR 


INCORPORATED 


HORNBLOWER & WEEKS 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


BAKER, WEEKS & CO. 
FRANCIS I. duPONT & CO. 


SHEARSON, HAMMILL & CO. 

AUCHINCLOSS, PARKER & REDPATH 
COURTS & CO. 

THE MILWAUKEE COMPANY 


COOLEY & COMPANY 
HIRSCH & CO. 
BURNHAM AND COMPANY 
KEAN, TAYLOR & CO. 


November 15, 1956 


BAXTER, WILLIAMS & CO. 
GREGORY & SONS 
STROUD & COMPANY 


INCORPORATED 


INCORPORATED 


GOODBODY & CO. 
McDONNELL & CO. 


EQUITABLE SECURITIES CORPORATION 
LADENBURG, THALMANN & CO. 
L. F. ROTHSCHILD & CO. 


REYNOLDS & CO. 


WILLIAM BLAIR & COMPANY 

R.S. DICKSON & COMPANY 
WM. E. POLLOCK & CO., INC. 
GREEN, ELLIS & ANDERSON 
VAN ALSTYNE, NOEL & CO. 















ALEX. BROWN & SONS 
RITER & CO. 
G. H. WALKER & CO. 


IRAHAUPT & CO. 
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INDUSTRIAL PROGRESS—( Continued ) 


and The 


cock & Wilcox Company 
Bailey ‘Meter Company. 


By means of “sensing” elements 
linked to analog scanners, the sys- 
tem can probe hundreds of different 
boiler locations. At the touch of a 
button, it begins gathering such data 
as temperature, pressure and gas 
composition. Complex electronic de- 
vices, operating without human guid- 
ance, then sort the information, sup- 
plement it with pre-set figures, and 
punch it in code on continuous tape. 

Tape readings are transmitted by 
teletype to New York City, where 
B&W has a large electronic computer. 
Translated automatically into code 
suitable for computer use, the in- 
formation is processed mathematical- 
ly and transmitted back to the boiler 
site for application by engineers and 
technicians. 

The new system has been developed 
to help engineers determine quickly 
and economically such boiler prob- 
lems as sources of heat losses, the 
most efficient types of fuels, and when 
and where to remove 
waste deposits. Emphasizing the need 
for a method of correcting material 


combustion . 


or operating faults promptly, B&W 
authorities pointed out that boiler 
malfunctions and abnormal fuel con- 
sumption may continue for weeks 
under ordinary trouble-shooting 
methods. They said that the system 
also represents an effort to conserve 
critically short engineering manpower 
by reducing the number of personnel 
and the amount of time required to 
conduct boiler analyses. 

The “brain” of the system is a cen- 
trally located electronic codrdinating 
unit developed at the B&W Research 
Center at Alliance, Ohio. A special 
“scanning” device created by The 
Bailey Meter Company of Cleveland, 
O., makes it possible for the system 
to gather data from widespread points 
of a boiler. Each scanning unit col- 
lects information from 25 different 
sensing elements. Any number of 
these devices may be hooked up with 
the system. 

Recently the system underwent 
performance tests at the West Penn 
Power Company’s Springdale, Pa., 
station, where it was used to gather 
data from 140 locations of boiler 


number 88. 









Potentials of the new equipa 
will be more fully realized, B&W 
cials believe, when it is applied | 
this year to the first of three gt 
generating units of a new type bg 
built by B&W on the American 
and Electric Company powe« syst 






This unit, located at the Oh» Po 
Company’s Philo plant, near Zay 
ville, Ohio, will utilize th hig 


steam pressure and tempera ure ¢ 

employed in the commercia! prod 
tion of electric power. Dat: wil 
gathered from 500 different ‘cati 
of the Philo unit. 


Spokesmen for The Baile» M 
Company, which plans to make 
new equipment available comnerg 
ly if it proves successful, said 
the system has been designed pri 
ily for the analysis of large st@ 
generating units. They added, h 
ever, that it should be adapiable 
smaller boilers or boiler elements, 
capable of being moved readily ff 
one boiler to another. 

In future tests, the system wil 
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American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 


up—19 ga. doors). 


structure. 








Distributors for 


was 
DERRICKS 








More for your Money in 


@ 4%” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 

®Telescoping Roof with weather 
tight, easy sliding action. 

@ One piece Smooth Welded Draw- ®@ Bit and Chisel Drawer; Tr 
ers and Compartments. 

® Vertical or Horizontal Flush Doors ® Fendix Undercoating at no 
with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY ©¢ Distributors in ze: Cities 






813 SOUTH READING AVE., 
PUBLIC UTILITIES FORTNIGHTLY—DECEMZER 6, 






MORYSVILLE 


Bt dy 
oot 


New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Length from 8’ to 14’ (CA’s from 48" to 120") 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. ® Concealed metal Winch Box. 
throughout for models rated 1 ton ® Curbside Access to tools and 


Sliding roof for derrick; 





ently. 


equipment used most freq: 
climh 


® Vertical Compartments fo: 
ers, lines and linemen’s too! 

@ Large, inside ventilated, Rubber 
Goods Compartment. 

®@ Two piece Front Window 
compartment. 


a 


n crev 


igh {a 





Drills, Tamps, Rods, etc. 





extra 





charge. 















MORYS 


vs VILL! 
ed. 


OO 7) 


J BOYERTOWN, PENN: 


x 
MBIA 
GAS 






x 
x 





Help yourself, Mr. Executive, 


... to the perfect place to grow 


'n America’s rich Industrial Heartland—Ohio, Pennsylvania, oemmeicneimaian 
West Virginia, Kentucky, New York, Virginia and Maryland— petoerernrencentynattenaypedliboaenteenypag 


‘here’s natural gas in abundance to help you produce better—for UNITED FUEL GAS COMPANY 

ie ’ ss : ’ Amere Gas Utilities Company 

less. It’s a precision tool, an economical fuel, and one of nature’s Atlantic Seaboard Corporation 

. ° : Central Kentucky Natural Gas Compa 
most versatile raw materials. Virginia Gas Distribution Corporation 


Add these other advantages . . . Markets, Materials, Labor, * COLUMBUS GROUP COMPANIES 
99 NORTH FRONT STREET, COLUMBUS 15, OHIO 


: , a 
lransportation, Reasonable Taxes . . . and you will see why it’s THE OHIO FUEL GAS COMPANY 


: Che Perfect Place To Grow. Natural Gas Compariy of West Virginia 
LI * PITTSBURGH GROUP COMPANIES 
i INC 808 UNION TRUST BUILDING, PITTSBURGH 19, PA; 


THE MANUFACTURERS LIGHT AND HEAT COMPANY 
NINE Binghamton Gas Works 
aN’ Cumberland and Allegheny Gas Company 


The Keystone Gas Company, Inc. 


Cities 


x 
MBIA : 
GaSe 
x Home Gas Company 


120 EAST 41ST STREET+* NEW YORK 17, N. Y. 
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applied not only to boilers, but to a 
broad range of equipment used in 
conjunction with them. 


Wisconsin Public Service to Add 
Seventh Unit to Pulliam Plant 


CONSTRUCTION of the largest 
electric generating unit in the Wis- 
consin Public Service Corporation 
system is now underway, according 
to an announcement made by Harold 
P. Taylor, president of the company. 
It will be added to the Pulliam plant 
in Green Bay and will be the plant’s 


seventh generating unit. 

The new unit will be a 75,000 kilo- 
watt steam electric generating unit, 
large enough to supply the electrical 
needs of a city of 150,000 people, Mr. 
Taylor said. It is expected to cost 
about $13,500,000 and will increase 
the company’s total investment at 
Pulliam to approximately $39,000,- 
000. When it is completed late in 
1958, the plant’s total capacity will 
be increased to 267,500 kilowatts. 

The last power unit added by Pub- 
lic Service was the 60,000 kilowatt 
Weston steam plant in Marathon 











This advertisement is neither an offer to sell nor a Solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW_ISSUE 


November 21, 1956 


200,000 Shares 


Arizona Public Service 
| Company 


$2.40 Cumulative Preferred Stock 


$50 Par Value 
(Convertible through December 1, 1966) 


Price $50 per share 
plus accrued dividends from November 28, 1956 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Merrill Lynch, Pierce, Fenner & Beane 
William R. Staats & Co. 
A.C. fin snd Com sind 
Schwabacher & Co. 
Hill Richards & Co. 
Wagenseller & Durst, Inc. 
Bosworth, Sullivan & Company, Inc. 
Davis, Skaggs & Co. 
Goodbody & Co. 
Laurence M. Marks & Co. 
Pasadena Corporation 
Brush, Slocumb & Co. Inc. 


Stone & Webster Securities Corporation 
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Lester, Ryons & Co. 
Ball, Burge & Kraus 
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Crowell, Weedon & Co. Henry Dahlberg and Company 
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E. F. Hutton & Company 
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A. G. Edwards & Sons Elworthy & Co. 
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Irving Lundborg & Co. 
The Milwaukee Company 

Stroud & Company Sutro & Co. 
Grimm & Co. Hooker & Fay 


E.S.Hope &Co.,Inc. Jones, Kreeger & Hewitt Laird &Company Pacific Northwest Company 


orporation 








county which has been operating { 
two years. 

The new unit will be the ny 
cient performer in the system, 
cause of its greater size and je 
of new developments in the 
steam, said G. S. Meyrick, vi 
cent—power generation and er» 
ing. Steam will be produced . ; 
degrees Fahrenheit and 1450 :, 


ing used the first time it wil! be 
heated to 1000 degrees and usec: agai 

Closed circuit television—piciee 
at the Weston Plant—will be ir:stal] 
in the new unit. 

The new unit will burn about 
tons of coal per day and the resulti 
fly ash will be collected by an ciectf 
static collector which will be a pj 
of the unit’s auxiliary equipme 
The fly ash will then be stored i 
giant silo at the plant and soli. 

The addition of the 75,000 kw 
will increase Public Service's te 
generating capacity to 425,000 ki 
watts, more than five times 
capacity needed in 1941. Since 194 
the demand for electric power 
grown rapidly each year, reported 
Taylor. Kilowatt hour sales for 19 
will exceed 1,380,000,000, as co 
pared to 340,400,000 in 1941. 


Cleveland Trencher Issues Nem 
Bulletin on Model 80W Side 


crane-Backfiller-Tamper 


THE Cleveland 80W—a versatile 
way machine for the utilities and co 
struction fields—is the subject of 
new 12-page, 2-color bulletin pw 
lished by The Cleveland Trencher 0 
A fast, efficient backfiller, the on 
man-operated 80W is also a hig 
usable pipelayer and sidecrane wi 
a 30,000 foot-pound capacity. Its ru 
ged tamper unit does a thorough co 
paction job, meeting the most rig 
state and local compaction specific 
tions. 

The bulletin shows in detail ho 
the special design and constrv 
features of the versatile 80W « 
ployed advantageously under 
variety of operating condit' 
sidecrane, backfilling and t 
work, 

Twenty-eight on-the-job ! 
photographs demonstrate the vari4 
operations of the 80W. The ! 
cludes case history reports. C: 
dimensions and specifications 0 
Cleveland 80W Sidecrane-Ba« fille 
Tamper are given in detail. — 

Copies of the new Cleveland Mod 

(Continued on page 36 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 























ne on a i a 
‘il Service lines into the future... 
Its ru 
gh 7 Vast growth of the Utility Industry ning, financing, or cultivation of the finan- 
vecific has had its share of financial complexities. cial community—our Analytical Studies, 

7 However, close to the pulse of the finan- - Seminars and Round Tables may prove 
oe cial world and to the Industry itself, our valuable aids to your company’s future. 
are él specialists continue to reach ahead with For more information, call Public Util- 
al new and sound approaches. ities Department at Dlgby 43500 or 

mpi Whether an undertaking of capital plan’ = write us at One Wall Street. 


“1 IRVING TRUST COMPANY 


v4 One Wall Street, New York 15, N.Y. 


icfille 
Capital Funds over $128,000,000 Total Assets over $1,500,000,000 
Mod Wiutam N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
R6, | 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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80W Sidecrane - Backfiller - Tamper 
folder L-102 may be obtained free of 
charge by writing to The Cleveland 
Trencher Co., 20100 St. Clair Ave., 
Cleveland 17, Ohio. 


Westinghouse Places Multi-Mil- 
lion-Dollar Test Center in 
Operation at Sharon 


A multi-million-doliar “indoor prov- 
ing ground” for the world’s most 
powerful transformers of tomorrow 
was unveiled in Sharon, Pa., recently, 
for the first time at the transformer 
division plant of Westinghouse Elec- 
tric Corporation. 

With the completion of this new 
transformer Test Center, John H. 
Chiles, Jr., transformer division man- 
ager, said the company’s $13,000,000 
expansion program in Sharon is com- 
plete and has increased productive 
capacity for power transformers by 
more than 30 per cent. 

Highlights of the Test Center are 
a giant anechoic vault—or sound level 
testing room, and a high-voltage test- 
ing area. The vault, which actually is 
a building erected within a building, 
has been described by its engineers as 
one of the quietest places in the world. 

“Here,” Mr. Chiles said, “we can 
test transformers weighing more than 
400 tons and rated at greater than 
500,000 kilovolt-amperes—much more 
powerful and larger than any trans- 
formers now being manufactured.” 

The new sound laboratory is 70 feet 
long, 56 feet wide and 57 feet high. 
It is constructed so that it is virtually 
impossible for sound to enter or leave 
the vault. 

Just outside the ultra-quiet room 
will be perhaps one of the noisiest 
places in the world. Here, transform- 
ers may be bombarded by 5,000,000 





volts of man-made lightning. New in- 
sulation structures of various ma- 
terials will be tested to their utmost, 
the Westinghouse executive declared. 

Mr. Chiles said that in addition to 
ihe new ultra-modern Test Center, 
the expansion program, which began 
in 1953, involved construction of a 
new 200,000-square-foot steel fab- 
ricating shop, additions to eight other 
buildings totaling more than 150,000 
square feet and extensive purchases 
of machines and tools. 


New Network Analyzer Rental 
Service 


A network analyzer is now available 
to public utility companies, manufac- 
turing industries and consulting engi- 
neers for their use in making power 
system studies. Fast operation, ac- 
curacy and minimized advance prep- 
aration recommend this unit for 
completing complex problem  solu- 
tions in short time. Quiet, air-condi- 
tioned quarters, designed for the pur- 
pose, aid in efficient operation. 

The analyzer is capable of simulat- 
ing any electrical system which may 
be represented by 12 generators, 88 
lines, 32 loads, 16 transformers and 
150 buses. The nominal per diem ren- 
tal fee includes the services of an op- 
erator and an assistant. Location is 
in downtown Philadelphia, conven- 
ient to transportation and hotels. 

For time available, contact either 
nearest I-T-E district office or I-T-E 
Circuit Breaker Company, Philadel- 
phia 30, Pa. 


Niagara Mohawk Plans $5,000,000 
Hydroelectric Project 
PLANS for the construction of its 


second hydroelectric power develop- 
ment on West Canada Creek were an- 








Please write fully to 


915 Olive Street 





ELECTRICAL ENGINEER 
TRANSMISSION SYSTEM DESIGN 


Prefer 40-55 years of age. Extensive design experience on transmission lines and 
large substations up to 230 KV. Consulting engineering and large electric utility 
background highly desirable. System planning, construction and operation, and 
industrial plant design helpful. Supervisory experience with professionally trained 
personnel and proven ability in employee and client relations essential. Staff posi- 
tion in Home Office. Some travel. Exceptional opportunity with progressive firm. 
Liberal employee benefits including insurance and retirement plan. 


SVERDRUP & PARCEL, INC. 


St. Louis 1, Mo. 








nounced recently by Niagara Moha 
Power Corporation. President Fa 
J. Machold said the $5,000,000 pr 
ect will be started at Prospect j 
mediately, with completion sc hedy 
for the fall of 1958. 

The development calls for < ¢ 
crete dam across the West C:nadg 
short distance upstream from ihe 
lage of Prospect. About a mil: do 
stream from the dam, the ce 
will build a new power hou: 
17,350-kilowatt capacity turbine g¢ 
erator. 

Niagara Mohawk will also build 
outdoor transformer station andjp 
new high-tension transmissica | 
connecting Prospect station with 
company’s other West Canada Cre 
generating plant at Trenton Fa 
Power from the two stations will 
distributed from that junction toc 
tomers in the Utica area. 

Prospect station will join 85 ot 
hydro and six steam-electric gel 
erating stations in the Niagara M 
hawk System which together prod 
about 3,000,000-kilowatts of pow 
for the vast industrial, urban a 
farm areas served by the company 
upstate New York. 

This second harnessing of the We 
Canada not only will increase t 
stream’s power-producing capabiliti 
to about 45,000-kilowatts, but it al 
will increase the supply of water ava 
able to the City of Utica. 


Utica takes water for its reserva: 7? 


system from the State-owned Hine 


ley reservoir which controls the flog,” 


through West Canada Creek and al 
is used to regulate the waters of 
Barge Canal. 

Under long-standing arrangeme 
with the Utica Board of Water Su 
ply and the water company whi 
preceded it, Niagara Mohawk 
been furnishing pumping facilities 
connection with delivery to Utica 
about 16,000,000 gallons of wat 
daily from Hinckley. 

When the Prospect Reser\ oir 
finished, the Utica Board of Wat 
Supply will be able to take water 4 
rectly from that point, rather th 
from the more-distant Hincklé 
Reservoir and will have access to 
water supply from which it can fa 
up to approximately 50,000,009 gé 
lons a day—adequate for its ma 
mum daily requirements for ma 
years in the future. 

Meanwhiie, until the Prospe:t su 
ply is available and in accordance wi 
plans approved by the Utica B ard 
Water Supply, Niagara Mohawk h 

(Continued on page 38) 
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industry for more than 30 years = have 
the features that count in getting these 
gas jobs done better, faster, safer, cheaper. 


Check your job requirements now with your Cleveland distributor. 
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taken steps to provide additional 
pumping capacity to increase present 
delivery of water to Utica by about 
5,000,000 gallons a day. 

This program includes construction 
by Niagara Mohawk of a new 1,000- 
horsepower pumping plant- near the 
junction of Powell and Hinman 
Roads, Town of Trenton, Oneida 
County, connected to the existing 
pipeline serving Utica’s reservoir sys- 
tem. The power company also will 
build a 500-horsepower pumping 
plant at Hinckley to replace the small- 
er and older one being used. 

Two new substations and addi- 
tional distribution facilities also will 
be built by Niagara Mohawk to take 
care of the electrical requirements of 
the new water-pumping plants. One 
substation will be located at the 
Hinckley pumping plant and the sec- 
ond will be built adjacent to the 
Powell Road pumping station. 


Mikula Heads Utility-LP — 
Drive 
JACK H. MIKULA, general sales 


manager of the Milwaukee Gas Light 
Company, has been elected chairman 


of the Gas Unity Committee, a newly 
formed group which for the first time 
brings fuel suppliers and equipment 
producers together in a unified pro- 
motion program. 

The committee will foster promo- 
tional efforts for gas and for gas ap- 
pliances and equipment both on and 
beyond utility gas mains. It is made 
up of representatives of the American 
Gas Association, the Gas Appli- 
ance Manufacturers Association, the 
Liquefied Petroleum Gas Association 
and the National LP-Gas Council. 

Mr. Mikula said the committee will 
develop a national program based on 
local cooperation of gas utility ¢om- 
panies, gas appliance manufacturers 
and LP-Gas marketers. Successful 
pilot programs, he added, are already 
going on in Wisconsin, Iowa, Okla- 
homa and Florida. These programs, 
he pointed out, permit the unified in- 
dustry to offer the advantage of gas 
to American homeowners “wherever 
they live—on or off the gas mains.” 

H. Leigh Whitelaw, executive vice 
president of GAMA was named sec- 
retary of the committee and Arthur 
E. Bone of Eastern Propane Co., re- 
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cording secretary. A. G. A. repre 
ative, in addition to Mr. Mikula 
R. L. Stephenson, Lone Star Gas 
Dallas, and Bernard H. ‘| 
Peoples Gas Light and C 
Chicago. LPGA representatiy 
R. W. Sidenfaden, Suburb: 
Service, Inc., and William | 
Warren Petroleum Corp. A 

of Suburban Propane Gas C 
the National LP-Gas Coun: il re 
sentative. 


Fischer & Porter Develop Dig 
Demand Recorde: 


FISCHER & Porter Compaiy, 
boro, Pennsylvania, annoui:c 
development of a Digital Den 
Recorder which automaticaly 
duces a punched tape record of \ 
hour demands. The punclied 
record can be read visually with 
or processed quickly by a Fisché 
Porter Automatic Tape Trans 
operating a card punch such as 
IBM 526. 

Designed especially for, and 
cooperation with, the electric uf 
industry, it is claimed that use of 
Demand Recorder and Auton 
Translator in load research work 
allow electric utility manageme 
get up-to-date information on sy$ 
load characteristics rapidly and i 
pensively. Use of the Demand 
corder in customer demand bi 
will allow completely automatic 
ing procedures. 

The Digital Demand Recorder 
erates from the standard contact 
ing mechanism on the watt- 
meter. It is a completely eled 
mechanical device with few g 
tolerances. 

Further information and desq 
tive literature is available by wri 
Fischer & Porter Company, 
Jacksonville road, Hatboro, Pen 
vania. 


Modern Mining Methods Boo 
Coal, Utilities 


THE world’s largest electric shq 
on order from a Midwes' 
works, is symbolic of the c: 
provements in coal minin; 
that are keeping U. S. com) 

in front as the most efficiei:t coa 
dustry in the universe. ‘| his 
strous device—the largest 1 obile 
chine on earth—will be cap: ble o 
moving 105 tons of overbur«en in 
than a minute. Once the vein ol 
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INSURANCE 

TAXES 

DEPRECIATION 
ACCOUNTING 
PURCHASING 

GAS OPERATIONS 
CORPORATE 

PENSIONS AND WELFARE 
BUSINESS DEVELOPMENT 
INDUSTRIAL RELATIONS 
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STOCK TRANSFER 
PROXY SOLICITATIONS 


GENERAL CONSULTATION 


ENGINEERING—CONSULTING AND DESIGN 


FOR 
EXECUTIVE 
DECISIONS.... 


Whether in general operations, financing, engineering or 
other matters of business, the consulting and advisory serv- . 
ices of Commonwealth can be of material assistance. 


Informed executives and boards of directors rely on com- 
petent investigation and analysis as the basis of reports and 
studies leading to decision. In a day of involved regulatory 
rules and requirements, coupled with rapid changes in busi- 
ness conditions, the services of experienced consultants in 
special fields can be of great value. 


Commonwealth's organization is prepared to assist you in 


such matters. 


Send for our booklet... 


It may point out sources of help for you 


COMMONWEALTH SERVICES INC. 


300 PARK AVE., NEW YORK 22, N. Y. 
JACKSON, MICHIGAN 


WASHINGTON, D. C. HOUSTON, TEXAS 





COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 








INDUSTRIAL PROGRESS—( Continued) 


is exposed in surface mining opera- 
tions, mechanical sweepers clean the 
buried treasure and other power 
shovels scoop it up and load it into 
trucks for delivery to the preparation 
plant. Industrial progress has 
brought infinitely bigger and better 
equipment in the past fifty years or so, 
yet there has been little change in 
basic appearance of these earth-mov- 
ing behemoths. 

Underground, however, the trans- 
formation has been so thorough as to 
create a positive impression of the 
successful efforts of coal operators in 
meeting the need for greater efficiency 
in extracting their products. As in 
the case of power shovels costing up- 
wards of $2} million, the ingenious 
underground machinery developed by 
America’s scientific and engineering 
talent reflects the vast investments be- 
ing made by the coal industry in its 
rapid strides along the road of coal 
progress. 

Electrically-operated mobile ma- 
chines with long blades cut deep into 
the coal at the face of the seam. Au- 


. tomatic drills follow the cutting ma- 
chines and bore uniform holes into 
which explosives may be tamped so 


that the charge will loosen the coal 
and make it ready for loading. In 
some mines compressed air is substi- 
tuted for explosives. Small cylinders 
are inserted into the holes at the work- 
ing face, after which air is released 
from the cylinders with such force as 
to cause the block of coal to break 
apart and fall to the floor for loading. 

Electric loading machines capable 
of scooping up as much as six tons 
of coal a minute draw the load onto a 
conveyor belt and into an electrically- 
driven shuttle car that carries as 
much as ten tons from the working 
section to the underground railroad 
or conveyor belt along the main haul- 
ageway. 

Another innovation in deep mines 
is the continuous mining machine, 
which Hollywood would likely refer 
to as the “4-D” model because it com- 
bines the cutting-drilling-shooting- 
loading processes into a single opera- 
tion. Powered by electricity, it moves 
up to the seams on wheels or tank-like 
treads, cuts the coal from the Solid 
face, and simultaneously conveys it 
up over its back to the waiting shut- 
tle-car or conveyor belt. 

The preparation plant, another 
symbol of engineering achievement, is 
located outside the mine. Here slate 
and other impurities are separated 
from the coal, which is then screened 
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and sized according to consumer speci- 
fications. Chemical engineers analyze 
the coal while it is being treated at 
these expensive “coal laundries.” 

The electric utilities are familiar 
with the savings attendant to upgrad- 
ing of coal. Through this processing, 
combined with improvement in boiler 
equipment and firing techniques by 
combustion engineers, the efficiency 
of coal in the generation of electricity 
has increased threefold in the past 
thirty-five years. 


PUAA Contest Plans 
Nearing Completion 


ARRANGEMENTS for the 1957 
Better Copy Contest, sponsored an- 
nually by The Public Utilities Adver- 
tising Association, are nearing com- 
pletion, with chairmen named to head 
up the contest’s 21 categories, accord- 
ing to contest chairman Frank C. 
Lietz, advertising manager of North- 
ern Illinois Gas Company, Bellwood, 


-Tllinois. 


The 1957 contest will be the thirty- 
fourth of the series conducted every 
year since 1924 by PUAA. It is open 
to all utilities among the Association’s 
more than 450 members, also to non- 
member gas, electric and transporta- 
tion utilities throughout the United 
States, Canada and Hawaii. 

The 1957 contest will judge adver- 
tising published in 1956. February 1 
is the deadline for all entries except 
annual reports, which have an April 
1 deadline. Awards will be made to 
the winners during PUAA’s annual 
convention in Cleveland, Ohio, May 
8-10. Rules for the contest are being 
mailed to PUAA members in mid- 
December. 

Winning entries will be displayed 
in an “Awards Blue Book,” copies of 
which will be available for purchase 
in May. 

Chairmen and the classification 
they will be responsible for judging 
are: (1) Complete Programs—Rob- 
ert F. Calrow, advertising manager, 
Minneapolis Gas Company; (2) One 
Series of Three to Five Newspaper 
Advertisements on a Public Relations 
Subject—Mrs. Christine Forbes, ad- 
vertising manager, The Hartford 
Electric Light Company; (3) Single 
Newspaper Advertisement on any 
Subject—M,. Warren Bateman, as- 
sistant manager, public relations de- 
partment, Georgia Power Company ; 
(4) Employee Magazines—A. James 
McCollum, manager, advertising & 


publicity department, Pacific 
Electric Company; (5) Impl 
Newspapers—R. C. Groffmann, 
sistant to director of public aff 
Public Service Company «f 0 
homa ; (6) Any Series of Direct ) 
Pieces—LeRoy MacLeod, advertis 
manager, New York State E‘ectrig 
Gas Corporation; (7) Any Sir 
Booklet, Pamphlet, or Other Sir 
Piece Distributed to Cust mer 
John W. Cook, advertising superyi 
The Shawinigan Water & Poy 
Company ; ° (8) Printed Mater 
Other Than Newspaper Adve stisi 
Used in Dealer Promotion on : 
Subject—Phil O’Connell, 
ing manager, The Potomac 
Company; (9) Special Employ 
Literature Other Than House ‘ 
—Phillip F. Atlas, manager, ady 
tising & sales promotion, Northe 
Indiana Public Service Corpar 
(10) Window Displays—Romian 
Pijanowski, sales promotion manag 
The Peoples Natural Gas Compar 
(11) Interior Displays—Elbert 
Luther, advertising manager, T 
Narragansett Electric Company ; (1 
Car and Bus Cards and Truck Po 
ers—Anthony B. Young, 
advertising manager, The 
Gas Light & Coke Company : 
Outdoor Advertising—G, Fred Co 
Jr., director, public relations, V 
ginia Electric & Power Compan 
(14) Annual Report to Stockholde 
—Phil E. Stephens, advertising « 
partment, The Detroit Edison Cor 
pany; (15) Radio Advertising—W 
liam D. Williams, vice presider 
sales, New Jersey Natural Gas Cot 
pany; (16) Motion Pictures—Jam 
A. Carvin, advertising director, In 
anapolis Power & Light Compan 
(17) Television Advertising—Fré 
H. Dettmar, manager, informati 
services, The Dayton Power & Lig 
Company; (18) Single Newspap 
Advertising Promotion the Use 
Electricity—Harold Haig, advertisit 
& publicity director, Central [Ilino 
Light Company; (19) Single New 
paper Advertisement Selling 
tric Merchandise—Vance FE. Gi 
advertising manager. Texas 
Service Company ; (20) Singl: 
paper Advertisement Promot' 
Use of Gas—George R. Hay:cl. é 
vertising manager, Southern (a 
nia Edison Company; (21) 
Newspaper Advertisement 
Gas Merchandise—Sherman 
manager, sales promotion & 
tising, Arizona Public Service Cot 
pany. 
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Twofold Benefits From The 


Analysts Journa 


7, ‘ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #968 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of 


* $5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 


























PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equippd to 
serve uilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











DaY & ZIMMERMANN ° INC. 
ENGINEERS 
NEW YORK ; PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 








SS i ie 


%* Standby 
¥% Augmentation 
* 100% Town Supply 


Design « Engineering ¢ Construction 








DRA KE & TOWNSEN D 11 WEST 42ND STREET WEW YORK 36,N. Y. 





ford, Bacon & Davis 


VALUATION En in CONSTRUCTION 
REPORTS q cers RATE CASES 
NEW YORK @ CHICAGO e LOS ANGELES 











GIBBS & HILL, Inc. 


CONSULTING ENGINEERS 
DESIGNERS ¢ CONSTRUCTORS 
NEW YORK LOS ANGELES 




















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


e WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 


FOUNDED 1906 
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PROFESSIONAL DIRECTORY 


(continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384. HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 

ANN ARBOR, MICHIGAN 

APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 

COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 








She huljian Koypoualione 


ENGINEERS ° ONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN © CONSTRUCTION ¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 2], PA. 





















(BER 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND en 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. _ see CHARLOTTE, N. C. 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 











pe ee ae © Corporate Practices | . Accounting ° Budgeting « Fieoncing ° Taxes ¢ Stock Transfer * Appraisals * Valuat: i 
Analysis « Cost of Money Studies « Studies © System Planning ¢ Industrial Engineering * New Business « ste. * Pricing 








Seles ond Marketing * Sofety * Insurance © Pensions * fcc Welfare « Public Relations * Advertising * Personnel © Industrial Relations 


20 NORTH WACKER DRIVE e CHICAGO 64, ILLINOIS 


¢ 








Pioneer ae & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 











SANDERSON & PORTER ENGINEERS 
DESIGN * CONSTRUCTION 


NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














STONE & WEBSTER 
ENGINEERING CORPORATION 
Design « Construction e Reports « Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 




















The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 


Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Gumieiies on Conds 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abrams Bldg. 


Abram$Aerial Survey 
Corporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Thermodynamic ¢ Architectural 
% Mey 
FB LisHED * 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








REGISTERED IN INDIANA, 


910 Electric Building 





EARL L. CARTER 


Consulting Engineer 


PENNSYLVANIA, WEST VIRGINIA, 
Public Utility Valuations, Reports and 
Original Cost Studies 


Indianapolis, Ind. 


OHIO 


KENTUCKY 





LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 





Cont 


P.O. BOX 1581 


From Title Search... 


Thoroughly Specialized 
RIGHT-OF-WAY 


i. 
ES PROCUREMENT 


...To Damage Claims 


COATES FIELD SERVICE 


OKLAHOMA CITY, OKLA. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











CONSOLIDATED 
GAS ano SERVICE CO. 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


327 So. LaSalle St., Chicago 4, Ill. 











A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis ° San Francisco ° Washington 











Valuation — Depreciation 
Investigations and Reports 


FRANCIS S. HABERLY 


CONSULTING ENGINEER 


122 SouTH MICHIGAN AVENUE, CHICAGO 











Boston 





Design and Supervision of Construction 


Reports — Examinations — Appraisals 


JACKSON & MORELAND INC. 


Engineers and Consultants 


Machine Design — Technical Publications 
New York 








Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 


inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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lat your Dodge Truck Dealer’s! 

















Come see and drive the only trucks with all-new V-8 


power, advanced Forward Look styling, new comfort 
cabs, and exclusive push-button automatic transmission! 


Now, Dodge leads the low-priced three in all 
important measures of value! 

You get MORE POWER—from 204-hp. pick-ups to 
232-hp. tandems! 

You haul BIGGER LOADS! From 4,250 lbs. G.V.W. 
to 55,000 lbs. G.C.W., new Power Giants carry 
mc ’e profitable loads. 

Yo. enjoy BETTER PERFORMANCE! No other 
trv k can touch these big, new Dodge V-8 Power 
Gic nts for time-saving, step-out-front zip. 

Yo enjoy EASIER DRIVING! Only Dodge trucks 
giv. you push-button shifting! * And the industry’s 
shi.:pest turning saves you work in traffic. 

Drive 1957’s most advanced trucks—V-8 or 6! 


* Available on all low-tonnage and forward-control models. 


DODGE TRUCKS 


WITH THE FORWARD LOOK © 





Exclusive Push-button Transmis- 
sion—First in any truck! Shifting is 
entirely automatic. Just push a 
button, and go! Trouble-free. Saves 
time, makes driving easier.* 




















Exclusive Full-opening Hood—Two- 
position alligator-type hood opens 
to a full 90° for complete engine 
servicing, or half-way for routine 
oil and water checks. 


GET YOUR DODGE DEALER’S DEAL BEFORE YOU DECIDE! 








William L. R. Emmett and Thomas A. Edison (left) and Charles P. Steinmetz 
(light suit), early pioneers in the electric industry, are pictured before the 
world’s first large steam turbine-generator. This ''Monument to Courage”’ 
was recently rededicated in ceremonies held in Schenectady, N. Y. 


Designing tomorrow’s 
turbine-generator today 


5000 to 450,000 KW... 
a tribute to 53 years of 
turbine-generator progress 


In 1903, the world’s first large steam turbine-gener: or 
rated 5000 kilowatts --was installed at the Fisk ( 
ating Station, Commonwealth Edison Company Ad 
vance in turbine-generator design and performance :‘amé 
so fast that after only six years of reliable servic: thi 
first large turbine-generator was replaced by a nev uni 
more than twice as powerful. In 1909, the first un’ wa 
dismantled, returned to Schenectady and erectec as 
permanent monument to the skill and engineering ¢ -ni 
of the men who built it. 


Today General Electric is designing steam turbin: - 
erators rated 450,000 kw 90 times that of this first unit 
Fifty-three years ago the total installed capacity of thg 
nation’s electric utilities was approximately 1.5 millio 
kilowatts. Today it is over 120 million, an increase o} 
8000. 


General Electric’s Turbine-Generator Developmen 
Laboratory is another significant step toward the future 
Continued engineering developments, financial daring 
and close co-operation with electric utilities and con 
sulting engineers are making it possible to design the 
turbine-generators needed for tomorrow’s tremendous 
load growth. Large Steam Turbine-Generator Depart 


ment, General Electric Co., Schenectady 5, New York 
254-52 
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General Electric’s Turbine-Generator Development 
Laboratory where full-scale tests and measurements 
are made. Some of these were impossible to obtain 
before, even under actual operating conditions. 
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